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TARIFF AND TRADE PROPOSALS

TUESDAY, JUNE 9, 1970

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON WATS AND MEANS,

Washington, D.O.
The committee met at 10 a.m. pursuant to notice, in the committee 

room, Longworth House Office Building, Hon. Sam Gibbons, presiding. 
Mr. GIBBONS. Good morning, ladies and gentlemen. The committee 

will come to order. Our first witness is the Honorable John H. Dent, a 
Member of Congress from Pennsylvania. Mr. Dent is not here. We will 
catch him later.

Mr. Ken Plaisted, would you and Mr. Woodley come forward, and 
any other persons you might have with you. Will you identify your 
selves for the record. We shall be glad to hear from you.
STATEMENT OF HON. HAROLD 0. LOVRE, WASHINGTON COUNSEL, 

KEN PLAISTED, GENERAL COUNSEL, AND ALBERT WOODLEY, NA 
TIONAL BOARD OF FUR FARM ORGANIZATIONS; ACCOMPANIED 
BY DAVE HENDERSON, EXECUTIVE SECRETARY

Mr. LOVRE. My name is Harold O. Lovre, Washington counsel for 
the National Board of Fur Farm Organizations. Perhaps a word of 
explanation is necessary first. In addition to Mr. Plaisted the general 
counsel who will testify and also Albert Woodley, president of Albert 
Woodley Advertising Agency, we have at the table Dave Henderson 
who is the executive secretary of the national board and who appeared 
before this committee 2 years ago. He is at the committee table in 
order to assist if necessary on any technical questions.

In addition, the national board has in the committee room Mr. Mack 
Bauer, the president of the national board; Roy Harmon who is the 
chairman of the national policy committee, together with about 12 
other mink ranchers from the country, including Mr. McArthur, who 
will appear as the last witness.

With that introduction, I would like to call on Mr. Plaisted first 
to make the presentation on behalf of the national board.

STATEMENT OF KEN PLAISTED

Mr. PLAISTED. Thank you, Mr. Lovre.
Mr. Chairman, members of the committee, my name is Kenneth M. 

Plaisted. I am the general counsel for the National Board of Fur Farm 
Organizations, Inc., a Minnesota Cooperative, with its national offices

(3051)
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located at 152 West Wisconsin Ave., Milwaukee, Wis. Our association 
is comprised of the 52 State, regional, and marketing organizations, the 
approximately 3,000 members who are farmers engaged in the raising 
of domestic mink.

Bearing in mind that one of the initial purposes of these hearings 
is to consider the President's foreign trade proposals are set forth in 
the Trade Act for 1969, we would like first to direct our comments to 
the suggestions of the President and then proceed to address our re 
marks to other legislation which is pending before this committee and 
which is more directly related to the immediate problem confronting 
the domestic mink farmer as a result of the unregulated flow of im 
ports of mink pelts entering the United States.

Very briefly, the Trade Act of 1969, as proposed by the Administra 
tion, simply would not afford our industry any meaningful relief. In 
fact, the bill would appear to be designed to lower any existing trade 
restrictions. It is true that the President has proposed certain amend 
ments to the escape clause law which are apparently intended to pro 
vide an industry that's threatened with serious injury resulting from 
imports with a somewhat easier task of proving its case before the 
Tariff Commission. We refer specifically to that section of the Presi 
dent's bill which would require the mink industry to show that imports 
were the primary cause of that industry's problems rather than the 
present law which requires that the industry show that imports were 
the major cause of serious injury, or a threat of serious injury, to the 
complaining industry. Because of the interrelated nature of the eco 
nomics of any industry, and this is certainly true with regard to the 
mink farming industry, it would seem to be realistically impossible to 
sort out and identify any one particular economic factor as a primary 
or major cause of a given industry's economic ills. In fact, we can see 
little distinction, if any, in terms of definition between major cause and 
primary cause and, as we view it, the President's proposals to amend 
the escape clause law in this particular area would be of no benefit to 
our industry whatsoever.

Of the various proposals pending before this committee to amend 
the escape clause law, we do support and strongly urge the committee, 
Mr. Chairman, to adopt the proposals outlined in your bill, H.K. 16920, 
relating to the amendment of the escape law procedures whereby the 
domestic industry would be required to show that imports were a sub 
stantial cause of serious injury or the threat thereof. It would seem 
to us that your proposal in this regard is much more realistic insofar as 
the problems of any industry are concerned, and is a test which would 
permit the Tariff Commission to study the effects that imports may 
have on a given industry in terms of that industry's broader economic 
problems. As we have said we will support this amendment.

The President's trade bill, together with his message to the Congress 
which accompanies that bill is indeed very disheartening to the Amer 
ican mink farmers. We find nothing in the bill, or in the President's 
message, which would give us any hope that the President is seriously 
concerned with the economic well-being of an industry such as ours 
which finds itself in a position of attempting to compete, under condi 
tions of unrestricted imports with foreign producers whose costs are 
obviously lower than are the costs of our members. We must, therefore, 
turn again to this committee in our plea for some kind of reasonable
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regulation over the import of mink pelts that are entering the United 
States.

We will not burden your committee this morning, Mr. Chairman, 
with the recitation of figures from any lengthy statistical tables. This 
committee was amply supplied by the U.S. Tariff Commission with 
all current data in the Commission's report to the committee dated 
March 1970 and we have appended most of that information to this 
statement for your ready reference. In addition, we have attached 
a schedule of domestic mink pelt prices for the years 1965 through 
1970 together with the corresponding prices for the imported products.

I, in fact, did note in reviewing the Commission's report submitted 
to this committee it made reference to the 1959 escape clauses and re 
ported to the committee that the Commission in that year did not find 
imports entering into the United States in such a quantity as to cause 
serious injury. I do not know why the Commission went back 10 years 
ago and referred to a report on the subject matter that exists today.

I also think it was interesting to note that maybe the committee 
members are not aware but in 1968 the President ordered a section 632 
investigation of the mink industry and even though the President's 
letter in making the request to the Commission requested specifically 
to make a finding or recommendation as to whether or not imports 
were being imported at that time to such an extent as to cause injury, 
the Commission did not even in its 1968 report draw any conclusions 
or make any recommendations on that score.

In view of the limited time afforded witnesses from all industries, 
we will not unduly burden your committee with a repetition of the 
testimony and information submitted to your committee by this orga 
nization by Mr. David W. Henderson on June 26,1968, at the time that 
the committee was holding hearings on trade legislation in that year. 
Suffice to say at this point of time and it is not pleasant to report it, 
that the predictions that were made by our industry's representatives 
before this committee in 1963, and before the Tariff Commission in 
that same year, which were to the effect that if restrictions were not 
placed on the free flow of imports of mink pelts our industry would be 
in serious jeopardy, have all come true in all too vivid a form. The 
mink pelt market today in the United States is in complete disarray. 
In 1969 our members received an average of $16.33 for each pelt that 
they had produced in the preceding year. In this year, 1970, on the 
pelts sold to this date, which incidentally constitute approximately 80 
percent of the 1969 crop, our members have received an average of 
only $11.64 for all pelts sold at auction.

As Mr. Walter Taylor of Sommers, Conn., points out in his state 
ment filed with this committee on this same date, it is important to 
realize that these auction sales prices of which we speak, are gross 
sales prices and do not represent the net take-home to our member 
rancher. Sales costs must be deducted, which costs include auction 
commission costs of 5.25 percent; association dues, the bulk of which 
are used for consumer advertising, 2.25 percent, and in addition, for 
those mink pelts that are sold dressed, an additional $1.75 per pelt 
charge is made.

Our industry simply cannot survive in any form under these condi 
tions. As the report of the U.S. Tariff Commission, directed to this 
committee, dated March 1970, indicates, in the late 1950's, there were
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approximately 6,000 mink ranchers in the United States. In 1967, as 
the report indicates, there were about 3,300 ranchers. Based on the 
most reliable estimates that we can make today, it is believed that there 
are now only approximately 2,000 farmers in the United States who 
are engaged in the raising of domestic mink—and this number is 
dwindling daily in the face of a steadily deteriorating condition of 
the market.

As further reported by the Tariff Commission in its March 1970 
report, in 1968 U.S. ranchers produced 6.5 million mink pelts. By 
1969 this number had decreased to 5.5 million pelts and, again based 
on our best estimates, it is questionable whether our members will be 
producing in excess of 4 million pelts in 1970.

Contrast this picture, if you will, with the condition of the mink 
farming industry in the Scandinavian countries and it becomes very 
evident why we must have some form of regulation of imports of mink 
pelts into the United States. According to the reliable Scandinavian 
publication Norsk Pelsdyrblsf in its February 1969 edition, the Scan 
dinavian production of ranch raised mink is reported to continue to 
move upward from 4.4 million pelts in 1961, to 9.3 million pelts in 
1967, and to 9.5 million pelts in 1969.

Based on reliable information, our best estimates are that the Scan 
dinavian production has not been reduced in 1970 and there are even 
some indications that there may be a slight increase in their overall 
production this year.

We think it is generally conceded that due to labor costs and costs of 
feed ingredients, U.S. ranchers costs of production are considerably 
higher than those of the Scandinavian producers, however, while we 
do not have what we would consider -to be reliable statistics as to the 
average costs of producing a mink, either in the United States or in 
the exporting countries, one need not have to be an expert in economics 
to readily conclude, based on the declining production in the United 
States, as contrasted with the increasing production in the Scandina 
vian countries, that the American producer is being forced out of the 
marketplace because he cannot compete on a cost basis.

We would look back today to the year 1966 when imports of mink 
skins into the United States reached an all-time high of 5.7 million, an 
increase of almost 1 million skins from the previous year. When a 
sizable percentage of those imports had not cleared the market by the 
end of 1966 the carryover had a depressing effect on the world mink 
market, and particularly in the United States the price market broke 
in the following year, 1967, to the extent that the rancher was only 
receiving a gross average of $14.28 for his mink pelt as compared with 
$19.48 the previous year. Since that time, 1966, the market in the 
United States has never really regained its vitality as we once knew it.

In a few minutes, Mr. Chairman, you will be hearing from 
Mr. Woodley in this regard as to what really happened in the market 
insofar as it affected the mink industry.

It is probably of no particular benefit to any one to look back on the 
market 4 or 5 years and debate what may have been the cause, or 
causes of the various price fluctuations. Our immediate problem, and 
more directly the problem of this committee, is to formulate and adopt 
the rule of legislation that will afford our members an opportunity to 
fairly share hi the U.S. market and to be able to compete with pro-
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ducers in other countries whose costs are considerably lower than are 
our members. If this is not accomplished in this session of the Congress, 
we seriously doubt the mink farming industry can survive as an in 
tegral part of our agricultural economy.

There is no question but what there are many economic forces, in 
addition to excessive imports, that are at work in the marketplace 
today and which forces, in their combined form, have caused this 
precipitous break in the mink market. Likewise, there is also no ques 
tion but what the availability of an increasing supply of mink pelts 
being produced in other of the free world countries and which can be 
imports. We can hardly expect the American fur farmer to invest addi- 
is a factor that our customers consider when bidding for the U.S.- 
produced mink pelt. This is why, even taking into account these other 
economic factors, we must have some form of effective regulation of 
imports. We can hardly expect the American fur farmer to invest addi 
tional capital in his operation and to devote more of his gross income to 
the promotion of his product in an attempt to overcome other economic 
factors if he is not assured that our Government will provide him with 
some reasonable means of protection from unlimited imports.

I noted in reviewing the testimony of Secretary Hardin, here when 
he appeared before your committee, Mr. Chairman, on May 13, 1970, 
Secretary Hardin pointed out, and he said, "The United States pro 
tects its farmers with duties averaging 10 percent."

I think, with few other exceptions, mink is one of the few agricul 
tural commodities that does not have any restrictions in any form on 
imports. I do not think we particularly, as an industry, enjoy that 
distinction.

I think some of our members refer to it as discrimination.
Just last month, it may be of some importance to some committee 

members to notice that the American producers were meeting with our 
competing producers of other nations in Europe, the Canadians and 
all of the Scandinavian countries were represented, and there was an 
attempt made to work out, explore, try to discover whether or not 
there were any areas in the field of marketing, in the promotion of 
mink that would be of assistance to all of the countries who were repre 
sented at that conference.

The results of the conference failed simply because the Scandi 
navians imposed a condition in working with us in other areas that was 
simply intolerable to us as American farmers, and that condition was 
we would have to abandon any efforts before our Government to at 
tempt to secure some form of relief over imports.

I think the price tag was simply too high. Our American producers 
would simply not accept it.

CONCLUSION

In conclusion, at this point in time we are frank to state that our 
industry has done everything that it possibly could to bring this issue 
to the attention of the Congress and your committee. As the com 
mittee is well aware, scores of bills have been introduced in the House 
and the Senate which are designed to regulate the imports of mink 
pelts. There is really nothing further that we can do until this com 
mittee acts. We are fully aware that we are placing a tremendous
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burden on this committee when we ask it to act affirmatively to provide 
our members some form of relief, but under the Constitution and the 
organization of the Congress, the burden and the responsibility does 
lie here in this body to formulate the legislation that regulates foreign 
trade.

We plead with you to exercise this authority. The American mink 
farming industry was born in adversity, it prospered as a result of 
the mink farmers dedicating itself to hard work and their inventive 
ability in the field of animal genetics. It has never come to Washington, 
D.C., and asked for one penny by way of subsidy, grants or otherwise. 
All our members ask for now, Mr. Chairman, is an opportunity to com 
pete on a fair economic basis with other producers and to have the 
chance to revive this industry so that it will prosper again and share 
in the economic well-being and responsibilities of our national economy.

In addition, Congressman Nelson's bill which is identical to Chair 
man Mills' bill which has been introduced regarding shoes and textiles, 
with the exception of Congressman Nelson's bill, includes the com 
modity mink.

Congressman Nelson's bill also includes a subject relating to the 
escape clause of authority which we support as an industry.

(The following attachments to Mr. Plaisted statement were re 
ceived by the committee:)

TABLE 1. MINK FUR SKINS: U.S. SALES, IMPORTS FOR CONSUMPTION, EXPORTS OF DOMESTIC MERCHANDISE 
EXPORTS OF FOREIGN MERCHANDISE, AND APPARENT CONSUMPTION, 5-YEAR AVERAGES 1953-67, ANNUAL 
1963-69

[Volume figures are in millions of fur skins]

U.S. sales (production)' Exports

Average: 
1953-57..........
1958-62...........
1963-67.

Annual: 
1963.............
1964.............
1965.............
1966.............
1967.............
1968...........
1969.............

Ranch

...... 2.4

...... 3.7

...... 5.2

.. . . 4.3

...... 4.7

...... 5.3

...... 5.7

...... 6.0

...... '6.5

...... '5.5

Wild

0.4 
.3 
.3

.4 

.3 

.3 

.2 

.2 

.3 
.2

Foreign Ratio of 
Imports merchan- Apparent imports to 

for Domestic dise domestic consump- 
consump- merchan- (reex- consump- tion(per- 

Total tion 2 dise ports) lion 3 cent) *

2.8 
4.0 
5.5

4.7 
5.0 
5.6 
5.9 
6.2 
6.8 
5.7

1.8 
3.2 
5.0

4.5 
4.4 
4.9 
5.7 
5.3 
4.7 
3.6

>0. 5 
.9 

1.1

1.1 
.9 

1.2 
1.1 
1.3 
1.4 
1.5

0. 1 4. 0 
.1 6.2 
.1 9.2

.1 8.0 

.1 8.4 

.1 9.2 

.1 »10.3 
.1 1 10. 2 
.1 10.0 
.1 7.7

42 
50 
53

55 
51 
52 
54 
51 
46 
45

' For a particular year, the data reported here represents sales by ranchers and trappers for mink fur skins that were 
obtained almost entirely from peltings during the preceding Novemberand December.

2 Excludes Japanese mink and dressed mink fur skins which are imported in insignificant quantities.
3 Sales plus imports minus exports of both domestic and foreign merchandise.
* Imports as used here equal imports for consumption minus exports of foreign merchandise.
1 Includes estimates for dressed fur skins.
i Consumption data for 1966 and 1967 were adjusted slightly to take account of a surplus of unsold fur skins in the hands 

of dealers on Nov. 30,1966; this surplus was disposed of in 1967. The figure for 1967 would behigherthan shown if it had 
also been adjusted to account for the unknown quantity of fur skins held by garment manufacturers in 1966 and used in

' Estimated by the National Board of Fur Farm Organizations, Inc. (1969 annual report, p. 21).

Source: Sales (production) of ranch mink fur skins compiled from information submitted to the U.S. Tariff Commission 
by ranchers, auction houses, and others, except as noted; sales (production) of wild mink fur skins compiled from official 
statistics of the U.S. Department of Interior; imports and exports compiled from official statistics of the U.S. Department 
of Commerce. Supplied by U.S. Tariff Commission, report to Committee on ways and Means, March 1970.
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TABLE 2.-WHOLE FUR SKINS OF MINK, NOT DRESSED: U.S. IMPORTS FOR CONSUMPTION, BY PRINCIPALSOURCES,

1965-69

1965 1966 1967 1968 1969
Quantity (in thousands of fur skins)

Scandinavia: 
Norway....
Denmark ....

Total........................
Canada
Another...........,.....--,- . ...

Total, all countries..---.--....

Scandinavia:

Denmark
Sweden. _ ...

Total........................
Canada. _ .... _ ..
Allother...........................

Total, all countries

Scandinavia: 
Norway.. ....

Canada. _ .... . .
Allother..................... .....

Average, all countries. ........

853
1,175

923
600

3,551
847
458

4,856

1,182 
1,508 
1,001 

696

4,387 
800 
464

5,651

1,053 
1,195 

895 
674

3,817 
1,143 

386

5,346

991 
956 
656 
727

3,330 
987 
391

4,708

773 
781 
594 
464

2,612 
727 
269

3,608

Value (in thousands of dollars)

11,418
14,016
12,096
8,250

45,780
13,235
4,916

63,931

$13.39
11.93
13.10
13.75

12.89
15.63
10.73

13.17

15,700 
18, 567 
12,479 
8,771

55,517 
12, 026 
5,226

72, 769

Unit vi

$13.28 
12.31 
12.47 
12.60

12.65 
15.03 
11.26

12.88

10,795 
11,282 
8,816 
6,520

37,413 
13,777 
3,444

54, 534

ilue (per fur skin)

$10. 25 
9.44 
9.85 
9.67

9.80 
12.05 
8.66

10.20

11,850 
11,001 
8,102 
8,137

39, 090 
12,399 
3,983

55, 472

$11.96 
11.51 
12.35 
11.19

11.74 
12.56 
10.19

11.78

11,174 
9,862 
7,760 
5,642

34, 438 
9,717 
3,385

47, 540

$14. 46 
12.62 
13.07 
12.16

13.19 
13.36 
12.57

13.18

Source: Compiled from official statistics of the U.S. Department of Commerce, U.S. Tariff Commission report to Com 
mittee on Ways and Means, March 1970.

AVERAGE PRICES OF DOMESTIC MINK PELTS SOLD AT U.S. AUCTION, AND AVERAGE VALUE OF IMPORTS OF MINK 
PELTS IMPORTED INTO THE UNITED STATES FOR THE YEARS 1965-70

1965 1966 1967 1968 1969 1970

Average prices of domestic sales___ ' $17.57 
Average value of imports_...___ 13.17

$19.48 
12.88

$14.28 
10.20

$14.95 
11.78

$16.33 
13.18

«$11.64 
39.25

1 Prices are gross prices paid to farmer.
2 For sales through May 25,1970. 
' Estimated.

Source: Domestic sales, National Board of Fur Farm Organizations, Inc.; value of imports, U.S. Tariff Commission sta 
tistical tables.

Mr. PLAISTED. Mr. Chairman, do you prefer to have Mr. Woodley's 
testimony stated now at this point before any questions ?

Mr. GIBBONS. Mr. VVoodley can now proceed to present his testi 
mony, or whatever you choose.

STATEMENT OF ALBERT WOODLEY

Mr. WOODLEY. Mr. Chairman, and gentlemen of the committee: I 
am Albert "VVoodley, president of the Albert Woodley Co., Inc., of
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New York, N. Y. I have been in the advertising business practically all 
of my life and have operated the above-mentioned advertising agency 
for some 27 years. Our firm has handled the account of the EMBA 
Mink Breeders Association for the same length of time.

During this period, our firm has formulated and directed the basic 
advertising and promotion policies for the association, developed the 
markets in the United States from scratch and built the acceptance for 
American Mink at great breadth and depth throughout America. We 
created a system of secondary trademarks to establish a standard of 
excellence and quality to the public, the fur markets and the fashion 
editors.

The amount of money invested for the creation of markets for 
EMBA mink though limited to begin with, steadily grew as we de 
veloped the market to the point where the annual appropriation by 
EMBA has reached a figure of some $950,000, making a total of some 
$20 million spent through the years.

This money has been spent largely in the prestige and fashion maga 
zines and for prestigious fashion shows. We have produced for EMBA 
distinction fashion and educational posters, expensive brochures, 
booklets, folders and photographs most of it in natural four color; 
made presentations of Emba mink to leading international personages, 
achieving much favorable and impressive publicity thereby, always 
with the objective of keeping the standing of American mink high 
in the esteem of the rich buying public.

The notables who graciously accepted garments of Emba mink and 
helped to maintain the valuable EMBA image included Pope Paul VI, 
H. M. Queen Elizabeth, Mrs. John Kennedy; Mme Vincent Auridl, 
wife of the President of France and wives of several of the U.S. 
astronauts.

EMBA was the first mink producer to give fur fashion shows for 
the press and for charities, again the objective being to keep American 
mink image at the top. The charities have included: The S.S. Hope, 
the American Bed Cross, the Washington Symphony Orchestra and 
various educational institutions.

During the above period, foreign-raised ranch mink, principally 
Scandinavian, came on the American fashion scene. Foreign pro 
ducers swiftly increased their shipments of pelts to America so that 
the market has been flooded with foreign mink skins, much of it in 
ferior in quality to the American production. In 1966-67 more for 
eign-produced mink came into America than the Americans pro 
duced. This has had the double effect of tarnishing the prestige mink 
image largely built by our funds and of reducing prices received for 
the skins to below the cost of U.S. production.

On December 5,1967,1 gave testimony before the U.S. Tariff Com 
mission on mink fur skins. I would like to quote an excerpt from this 
testimony which is reported on page 116, volume I:

Now, cheap mink is mink of poor quality, and imported foreign mink is largely 
of poor quality. The prestige image of mink is being eroded by these unrestricted 
imports to an alarming degree to a point where the American mink industry 
may collapse to a state where Womens' Wear Daily, the Bible of the industry, 
said recently that "Mink had driven a big hole through cheap furs." This means 
that stores can now offer mink garments at the price of the traditionally cheap 
furs of other animal origins. Soon, if not now, it is goodbye to mink as a prestige 
fur and mink as a fur on which the America" farmer can make a living. Many
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farmers, some of the very good ones, have already gone out of business because 
of the cheap imports, and unless relief is afforded in the way of import controls, 
the entire American mink industry could be put out of business in two years. 

It cannot be said that cheap foreign mink is not competitive and fills some 
imaginary need, because of its lower price. It is worse than that, it is down 
right destructive for it tragically dilutes the entire face and fortune of Ameri 
can Mink.

This prediction, tragically has come true. The association has lost 
more than 4,000 ranchers who have been forced out of business by the 
vast quantity of imports from foreign lands which are sold at a price 
on which the American rancher cannot subsist. This, in turn, forces 
down the price on American mink skins and is diluting the prestige 
image to the position where, in the immediate future, no American 
farmer may be able to stay in business. Protection in the form of an 
import quota is the only way to save the American mink farmer from 
extinction.

Thank you.
Mr. GIBBONS. Thank you, sir.
Mr. Byrnes?
Mr. BYRNES. Mr. Chairman, there are some aspects of this matter 

that I would like to have clarified.
First, I know of no sector of our economy that is more depressed 

than the mink industry.
Let me ask any one of these witnesses whether there is any element 

of the industry, any type of mink really going at a profit?
Mr. PLAISTED. Not in a color type face, Congressman Byrnes, I 

think the end of the most recent sale was a week or two ago and the 
sale included several dark type minks, and one of the color type minks 
that has held up quite well in the last couple of years in the face of an 
adverse market. I talked to Mr. Dave Markham who is marketing 
manager for the Great Lakes Marketing Association who conducted 
the sale for dark mink and I think the sale was less than $10 which, 
even up to now, the color type has been substantially firm.

So, in answer to your question, there is not any color type now, sir, 
that is not being sold at an average below our cost of products.

Mr. BYRNES. Has this been the case since about 1968?
Mr. PLAISTED. Yes, sir.
Mr. BYRNES. Through the marketing season of 1968 and the mar 

keting season of 1969, and vou have had some marketing in 1970 ?
Mr. PLAISTED. Yes, sir, a substantial portion of the crop is already 

sold.
Mr. BYRNES. So, for these three marketing seasons, the basic sale 

of mink has been on a loss basis as far as production costs in this coun 
try are concerned; is that correct ?

Mr. PLAISTED. Yes, sir, I think you will find, when Mr. Garth testi 
fies, and he has appended to his statement the cost of production at 
least in the central Wisconsin area, and the costs reflected there are 
higher in the years represented than any one of the years, the 3 years 
you are talking about.

Mr. BYRNES. In the mink industry a greater portion of the sales 
are auction sales, are they not ?

Mr. PLAISTED. Yes, sir.
Mr. BYRNES. So we do have in the mink situation a way of know 

ing what the market price is, because a public operation determines
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the price at which mink are sold, at least by the ranchers and the 
breeders.

Mr. PLAISTED. That is correct. We know of no better way to estab 
lish a market price than by public auction.

Mr. BYRNES. Here we can see the composite and we can see what is 
happening as far as prices are concerned through the auction market.

Mr. PLAISTED. Yes, sir.
Mr. BYRNES. I think we ought to have a little clearer picture of 

just what EMBA really is and what it represents. It represents a 
segment of the industry, does it not ?

Mr. PLAISTED. EMBA is the marketing organization that arranges 
for the sale and advertises and promotes through Mr. Woodley's 
agency all types of minks other than dark, the mutations. EMBA does 
not stand for any words as such. It is the marketing organizations 
through which all of the members' mutation pelts are sold other than 
the dark types.

Mr. BYRNES. It is an organization consisting of the producers of 
mink, the mink farmers of the mutation type ?

Mr. PLAISTED. Yes, sir. EMBA is the trademark under which all 
of the mutation pelts raised by the U.S. producers who are members 
of the Association under advertising and promoting as Mr. Woodley 
explained it under that trade market.

Mr. BYRNES. EMBA, then is really a marketing and promotional or 
ganization, developed by the mink breeders of mutation mink, to ad 
vance markets and create markets wherever possible for mutation 
mink?

Mr. PLAISTED. Since the EMBA organization was formed and the 
Great Lakes organization was formed in the mid-1940's, the farmers 
have expended through EMBA and Great Lakes in excess of 20 mil 
lion dollars in consumer advertising to promote our own product.

Mr. BYRNES. To make the record clear, you have an industry—I 
guess we call it "industry" one time and "agriculture" another time— 
Avhich has spent its own funds developing the American market.

Mr. PLAISTED. Yes, sir.
Mr. BYRNES. Does EMBA have any foreign members in their 

association ?
Mr. PLAISTED. No, sir.
Mr. BYRNES. So this has been a market created fundamentally by 

the American producers ?
Mr. PLAISTED. One hundred percent, Congressman.
Mr. BYRNES. In recent years the market for mink has been depressed, 

has it not?
Mr. PLAISTED. Yes, sir; and in this year drastic conditions.
Mr. BYRNES. The state of the market was reflected in the imports 

coming into this country, is that correct ?
Mr. PLAISTED. Yes, sir; as the tables appended to my statement will 

show which is nothing more than a repetition of the U.S. Tariff Com 
mission report——

Mr. BYRNES. Things are so bad in this industry, even foreign pro 
ducers do not want to come into this market as I understand it.

Mr. PLAISTED. That is exactly the situation.
Mr. BYRNES. So you have a question of whether American producers 

can survive as a result of the state of this market.
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Mr. PLAISTED. If this price condition continues, there is not a rancher 
in this room or in the country who can survive.

Mr. BYENES. As I understand it, you had a large increase in imports 
in 1966.

Mr. PLAISTED. Yes, sir; that was the peak year.
Mr. BYENES. Was it at that point that the market collapsed ?
Mr. PLAISTED. Yes, sir; in that year imports increased from approxi 

mately 4 and a half million mink to 5 and a half million mink, and we 
had a break in the price structure the following year because of a carry 
over of these skins plus our domestic skins. It was a price break of $4 
or $5 and we have not recovered.

Mr. BYENES. In 1967, there was a decrease in imports from the previ 
ous year, but even so, imports still were higher than the preceding 
years ?

Mr. PLAISTED. Yes.
Mr. BYENES. You had continuing high imports, price was a factor, 

and there was a tendency to undercut the market. Is that what 
happened ?

Mr. PLAISTED. Yes, sir; exactly.
Mr. BYRNES. It is a situation from which the industry has not recov 

ered, with everybody practically operating at a loss?
Mr. PLAISTED. It is indicated by the decline in the number of produc 

ers in this same .period from about 6,500 producers according to Tariff 
Commission figures, down to about 2,000 members.

Mr. BTENES. We have a number of mink ranchers in our area, and 
one of the largest of these, the Wittick Farm, just folded up. You 
cannot be in a loss situation for 3 years in a row, with no future in 
sight, and still operate.

The point the industry appears to make is that, unless there is some 
protection, unless there is some security in terms of this market or the 
ability to rely on this market, the domestic producer has no future 
because there is always overhanging this market the potential for a 
large influx of imports in the future ?

Mr. PLAISTED. It is difficult for us, Mr. Chairman, and Mrs. Griffith, 
to go to our members in a year such as this and say, "Fellows, you have 
to give us a larger percentage of your gross pelt proceeds so we can do 
more advertising to try to turn this answer around, and their question 
is obvious, "For whom ?"

Then the buyers will bring in more foreign skins. So, it simply seems 
illogical for us to try to revive the market and to ask our members to 
assist us in their marketing and promotion unless we can have some 
cover on the total amount of skins that are available to be brought into 
this country.

Mr. BYENES. I would think that the foreign producers who do ship 
to this country would be as concerned about what has happened to the 
U.S. market, particularly in mutations, as are the American producers. 
This market has gone out from under them, as shown by the fact that 
they have cut down their exports to this country.

Mr. PLAISTED. It certainly has and this is one of the subjects of 
lengthy discussion we had in our European conference and we con 
cluded the same as you. We asked the same question but this does not 
appear to be their attitude or conclusions.

Mr. BYRNPS. I did not get the last part of that.
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Mr. PLAISTED. This was exactly our position when we discussed this 
matter with them in the recent European conference but they simply 
do not agree and do not seem to be concerned about that aspect of it.

Mr. BYRNES. It is apparent, with what has happened to the market 
here, the price is down and is far below what they used to be getting 
as foreign exporters to this market.

They are getting less, everybody is getting less, so they ought to be 
concerned about that aspect of the market.

The market is accepting less, is selling less in terms of the trade ?
Mr. PLAISTED. Our production is down 3 or 4 million mink in the 

past year.
Mr. BYRNES. So that affects the market in which they can sell ?
Mr. PLAISTED. It certainly does.
Mr. BYKNES. So, we can have orderly marketing for the benefit of 

both the domestic producer and the foreign, or we are never going to 
survive. It is going to be an up-and-down market, and nobody will 
know where they are, and it will result in eliminating a segment of 
our economy.

Mr. PLAISTED. We are close to eliminating the fur farm this year.
Mr. BYKNES. This is all, Mr. Chairman.
Mr. ULLMAN. Mr. Chairman, we have some mink producers in Ore 

gon, too.
Mr. PLAISTED. Yes, and some very good ones.
Mr. ULLMAN. We have a lot less now than we had a few years ago 

and I think that is the situation around the country.
I was interested as to what you think might help.
Your market seems to be in such disarray, I am not sure any of the 

proposals before the Congress would help a great deal, but it certainly 
would not do any damage.

The way your furs are sold creates some problem, does it not, ^you 
are about the only commodity that is sold at worldwide auctions. 
Where is the main fur auction held ?

Mr. PLAISTED. Our principal auctions, Congressman Ullman, are 
held in New York Co. through the Hudson Bay Co. and the New 
York License Co., both licensed New York auction outlets. We also 
have outlets in Milwaukee and Minneapolis and Seattle.

Mr. ULLMAN. Are these also public auctions ?
Mr. PLAISTED. Yes, as producers, we do not own or control any 

auction houses.
Mr. ULLMAN. I presume the main competition is from Scandinavian 

countries ?
Mr. PLAISTED. Yes, and Canada is also a principal exporter of mink 

to the United States.
Mr. ULLMAN. How do these auctions work? They have the pelts 

there, I presume.
Mr. PLAISTED. The Canadians sell their skins at public auctions, pub 

lic-owned auction houses in Canada.
The Scandinavians sell their skins through rancher-owned auction 

houses located in, I believe, the four Scandinavian countries. They are 
also sold at auction in about the same manner as ours are offered.

Mr. ULLMAN. Then the New York auction is only domestic pelts, 
right?
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Mr. PLAISTED. That is right, as far as \ve know. We are talking 
about mink skins now. These auction houses sell skins of foreign 
origin but not of mink.

Mr. ULLMAN. I notice in one of your tables here you have the aver 
age price of domestic sales for 1970 as $11.64 and the average value 
of imports is $9.25. Why the margin between the two ?

Mr. PLAISTED. As you will note, Congressman Ullman, there is a 
wide variance each year in the domestic prices as compared to the 
foreign-produced pelt, the principal reason being on an average the 
foreign-produced pelt is of lesser quality than the American-produced 
pelt.

I think this is reflected in the prices set forth on table 3 and par 
ticularly in view of the fact, as I pointed out in answer to your previ 
ous question, our skins are offered in about the same fashion as are 
our foreign competitors and this gets back to the point Mr. Woodley 
made, that because of these lower-grade pelts, it has further depressed 
the domestic market and broken it in 1967 and 1968.

Mr. ULLMAN. The value of imports generally is set then by the 
foreign auctions ?

Mr. PLAISTED. The prices that appear on table 3 are taken from our 
U.S. Commerce Department figures and I assume are the declared 
value. We have every reason to believe it is the sale price declared.

Mr. ULLMAN. I would assume it would have to correspond to the 
auction price ?

Mr. PLAISTED. Yes, sir.
Mr. ULLMAN. You do feel, then, that some kind of quota bill plus a 

tightening-up of the Tariff Commission procedures would help you 
some?

Mr. PLAISTED. Yes, sir. Our American producers, if we are going to 
survive at all, we simply have to have some cover, some limit on the 
import coming into this country and to restore confidence in the mar 
ket at the producer level to go out to try to rebuild this market. The 
market is off. There is no question about it.

Mr. ULLMAN. Dp you see anything in the world picture to make you 
optimistic, does this go in cycles ?

Back in 1966 we had a real increase in imports. Is there anything 
you see in the world production that might be working in our f ayor s

Mr. PLAISTED. Nothing whatsoever. As I stated in my direct testi 
mony, all of the information we have indicates that even in these 
extremely depressed market conditions we have this year, the Scan 
dinavians have not decreased their production.

In fact, from some quarters, we are advised it has increased there, 
so there we have a continual increase in production and no notable 
increase or decrease as far as Canada is concerned.

So, all I can say is we see an increase in foreign-produced pelts.
Mr. ULLMAN. I cannot see where this industry can be profitable 

in Scandinavian countries or Canada, either.
Mr. PLAISTED. I presume you will be hearing from representatives 

of their interests that they have to be hurting under these price con 
ditions. I think it shows in the number of imports coming into the 
United States. At the cost of production, they simply have to be 
hurting. They told us when we met with them in Europe and we have 
every reason to believe them.
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Mr. BETTS. I am very much impressed in the case you have made 
here this morning. I think there is mink production in Ohio.

Mr. PLAISTED. Yes, Ohio is a very substantial producing State.
Mr. BETTS. I was interested in what you had to say about the so- 

called distinction between' primary and major causes. I have been 
concerned ever since hearings on this bill began as to whether or not 
there was any real distinction between the two. As I understand it, you 
feel there is not, is that correct ?

Mr. PLAISTED. I do not profess to be an expert in English but I 
cannot see any difference.

Mr. BETTS. As you say, it is a question of sorting out different eco 
nomic factors and fitting them into the picture. Whereas, if you fol 
low the test of the chairman's bill of substantial injury, then you would 
really have something you could sort out very easily from the fact.

Mr. PLAISTED. I think, if the escape clause is going to be amended 
in any form, certainly Chairman Mills' bill is more meaningful than 
the present test or that which is in the President's bill.

Mr. BETTS. I am happy to hear that because I am glad to hear that 
there are no different economic factors in sorting out whether it is 
major or primary. The test should be one of substantial injury.

Mr. PLAISTED. We think so.
Mrs. GRIFFITHS. I will pass to Mr. Gilbert.
Mr. GILBERT. The industry that you are connected with also has 

to do with style ?
Mr. PLAISTED. Style is a factor as Mr. Woodley pointed out.
Mr. GILBERT. The attitude of the buyers and the consuming public 

are involved.
Mr. PLAISTED. I would like to refer this question to Mr. Woodley.
Mr. WOODLEY. I did not catch your question, Mr. Gilbert.
Mr. GILBERT. Your industry is concerned with style and attitude of 

the consuming public.
Mr. WOODLEY. Yes, sir; it is.
Mr. GILBERT. You say that you deal with mutations.
Mr. WOODLEY. We are concerned solely with mutations as far as I 

am concerned.
Mr. GILBERT. Would you explain to us what a mutation is?
Mr. WOODLEY. A mutation is a variation in color, naturally, due to 

genetic background from the normal color usually found in that 
animal.

In other words, the mink were principally dark brown in the wild 
state. I believe, in the 1940's two ranchers in Wisconsin noticed two 
gray mink appearing among the litter of say three or four kits and, 
instead of destroying these kits as being off color, they were curious 
to see what would happen if they bred them.

They spent a lot of money and organized an association and had a 
public sale when they created enough pelts to make a coat and after 
the first sale or at the first sale, they reached the hitherto unheard 
of price of $265 for the top pelt.

Since then they have produced, the American ranchers, have pro 
duced 14 or 15 natural colors.

Mr. GILBERT. What the American rancher is doing is to raise niu- 
tated minks in order to sell to the market a year or two. from the time 
that they are producing these minks ?
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Mr. WOODLEY. Yes, sir.
Mr. GILBERT. In essence, they are trying to guess what the market 

is all about?
Mr. WOODLEY They have developed, I think, a sense of knowledge 

and natural color and quality and have almost had uncanny success 
until this overproliferation in developing colors the public has 
accepted.

Mr. GILBERT. Also there are many colors that the public has not 
accepted ?

Mr. WOODLEY. Yes, and a number of them have gone by the board 
and have gone by as the public felt they were not acceptable.

Mr. GILBERT. Would you say a part of the reason for the fact that 
your industry may be depressed is you have just been guessing wrong 
as to what the public would like?

Mr. WOODLEY. No, sir, I think the batting average of the mink 
farmers has been outstandingly good, and those colors which he felt 
were not satisfactory were sold as miscellaneous very often and they, 
in turn, were bought by the trade and dyed some color like black.

Mr. GILBERT. In the garment industry or any other style industry 
they are just trying to guess what the public will buy.

If there is resistance to a particular color or style, you are just 
not going to do any business.

Mr. WOODLEY. In many cases the color types which have been pro 
duced and which have been outmoded are no longer bred because of 
public lack of interest.

To me that has been occasioned by the fact that the American 
mink farmers have produced other color types in the same color cate 
gory which were regarded as superior. For example, the natural 
clearness of the under fur as well as the over fur would supplant 
just as one type of car might supplant another model of 2 or 3 years 
before.

Mr. GILBERT. Would you say some of your people have gone out of 
business because they have not had the correct color or what the 
buying and consuming public desires.

Mr. WOODLEY. It is possible with some, but most men have good 
acumen when it comes to animal husbandry and they are quick to 
go to better producing parts.

Mr. GILBERT. I am not questioning their expertise on the raising 
of minks and I admire your people and those associated with the 
industry, but I am talking -about the judgment a man has to make.

He may be the greatest breeder in the world and lie may get the 
most beautiful color in the world but if the consuming public does 
not like or does not want the color he breeds, then he is just not going 
to sell it.

Mr. WOODLEY. The instances are few and far between.
Mr. GILBERT. You would say it has an effect on the market and, as 

a matter of fact, those in your industry who have used the term, 
guessed correctly, have had banner years.

They have done tremendous business, is that right ?
Mr. WOODLEY. In the year where mink color type has faded away. 

We have not had vast imports and the average price for all mink has 
been much more satisfactory than today.
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Mr. GILBERT. There are ranchers who are doing a tremendous busi 
ness in the event they have the right color that the consuming public 
wants for that particular year.

Mr. WOODLET. I believe the ranchers of today are not doing a terriffic 
business. Average prices are low.

Mr. GILBERT. I do not want to get into a quarrel with you about this, 
but what I am saying is there are people in your business who are the1 
mink ranchers and the breeders who are doing exceedingly well as 
opposed to others within your own industry because of the fact that 
they have the right color, they produce the right color and the right 
texture of skin so that the consuming public would gravitate toward 
the purchase of these skins. They are naturally going to do a bigger 
business than those who guessed wrong.

Mr. WOODLET. If such a rancher exists today or several of them who 
are doing exceedingly well, and I do not know of any offhand, as soon 
as his color is found out, there will be swarms of imports come in and" 
further depress the price and he will get his in due course, which has 
been the history of our business.

Mr. GILBERT. Would you say economic conditions nationally in the 
country has an effect on the mink market ?

Mr. WOODLET. Yes, indeed, but what was worse for the dark mink 
was the news published this year that Eussia will have 3 million alone1 
and Eussians do not consume mink. It is all exported.

Mr. GILBERT. I am talking about the American consuming public 
and how much money they have in their pockets to purchase furs.

Mr. WOODLET. Conditions have affected mink as have many other 
commodities.

Mr. GILBERT. As a commodity, I would say mink basically is a 
luxury fur.

Mr. WOODLET. It was until fairly recent years.
Mr. GILBERT. What has happened to change the fact that it is not 

this luxury?
Mr. WOODLET. Its availability at low prices and consequent avail 

ability in source so that a mink garment can be purchased very often 
in the basement of a department store or in a cutrate store at a price 
whereby the American mink rancher can not exist and also people who' 
are willing to pay a higher price feel the item has been downgraded 
and they do not want to wear it.

Mr. GILBERT. In other words, it has an adverse effect ?
Mr. WOODLET. Yes, sir.
Mr. GILBERT. Do you say 1966 was a peak year of imports of mink 

into the United States ?
Mr. WOODLET. I understand that to be but that was not my testi 

mony. I think Mr. Plaisted mentioned that.
Mr. GILBERT. In other words, there were about a million more skins 

brought into the United States in 1966, is that correct ?
Mr. WOODLET. Yes, sir; 5.7 million.
Mr. GILBERT. That means 1 million skins have so depressed the mar 

ket since 1966 that this has caused so many of your ranchers to go out 
of business ?

Mr. WOODLET. I believe someone else's commentary -was there was a 
piling-up of these figures and a gradual acceleration to the point where, 
like everthing else, if you pour too much in, they overflow.
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Mr. GILBERT. If I understood the testimony, it was that there was 
an increase of approximately 1 million skins in 1966 and from that 
point on, your industry has gone downhill and that these 1 million 
skins have been the bane of your existence.

Mr. WOODLEY. I would say this accumulation, including the 1 mil 
lion you speak of plus the fact that, as the figures show, a large part 
of them were of inferior quality and that downgrades the item.

Mr. GILBERT. Do you mean the imported skin was of an inferior 
quality ?

Mr. WOODLEY. Yes.
Mr. GILBERT. Would you not say, if you had a superior skin, it would 

help your industry ?
Mr. WOODLEY. Yes; I think it has been established that American 

mink is far superior in the trade and fetches more money on the aver 
age when compared to prices reached at auction compared with any 
other.

Mr. GILBERT. I would think that, would be very helpful to the Amer 
ican market.

Mr. WOODLEY. It is where the fashion image comes in. We once 
feared coats costing $1,500 were made of nondescript mink and now 
people pay $3,000 for them. Now mink coats are being advertised for 
$550. Some people would pay $10,000 a few years ago and are now 
reluctant to pay anything.

Mr. GILBERT. Also it is a price factor. In listening to your argument, 
it is that it is of inferior quality and sells for a much lesser price than 
the American skin.

Mr. WOODLEY. Right, and they have been corning in at vast numbers 
that the market cannot absorb. As Mr. Plaisted stated, there was a big 
carryover that peak which meant all previous year skins were still in 
the market when the new crop came in.

Mr. GILBERT. Is it your argument, if you prevent the importation 
of these skins, that the American skin is going to be sold here and 
that the price of mink is going to jump up to a very high price again 
in the retail market ?

Mr. WOODLEY. It is quite obvious, we think if there is some restric 
tion and the vast availability of imports in mink are not in the market, 
shall we say, prices will rise.

I can testify that many mink manufacturers have told me they would 
much rather pay more because they can make more on the markup 
and get a better item and have more demand for the product.

Mr. GILBERT. Don't you think the consuming public would like a 
lower priced garment and want a quality garment and are willing to 
pay for it ?

Mr. WOODLEY. To him, mink looks the same just like diamonds. 
One must rely upon the expertise and knowledge of an honorable 
furrier and will willingly pay more for a better garment.

Mr. GILBERT. The furrier and the rancher is honorable. I am not 
discussing that. I am talking about the American consumer. If you 
are going to have a mink that is of an inferior quality, that is going 
to sell for $150_ or $200, just for the sake of argument, for want of 
a superior quality, and you have one selling for $500, you leave that 
to the public to determine which item they desire to purchase.

46-12T—70—pt. 11-
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As you alluded to a moment ago, you take a diamond. Those of us 
who can not afford it buy a diamond of a lesser quality that may have 
some defect in there. Yet there are other people who are going to pur 
chase diamonds based upon what they can afford and based on what 
they think they want to wear so they purchase diamonds for a great 
deal more money.

So, in essence, your problem is one of quality of your product. It is 
one that the consuming public would have a determination to make 
whether they want, to purchase a mink at a lesser price or one at a 
higher price.

I think that should be left to the judgment of the American public.
Mr. WOODLEY. May I make a comment on that?
Mr. GILBERT. Surely.
Mr. WOODLEY. The diamond industry, whoever controls it, I believe 

diamonds are found in many parts of the world, have been clever 
enough not to dump merchandise on the market so that an expensive 
diamond or a fine diamond I am told is the same price in New York, 
in San Francisco, Paris and Antwerp—wherever you go, and the prices 
for diamonds with flaws in them which are off color are about the 
same price everywhere you go and those defects are readily distin 
guishable, but the producers there, unlike the mink producers of the 
world, in the case of the diamond people have been smart enough to 
hold back production or not dump stuff on the market to lower the 
price.

Mr. GILBERT. I do not know much about the diamond market but I 
do know you find diamonds sold at all prices. You have diamonds that 
are synthetics that are sold as diamonds or give the appearance of the 
diamond. I do not want to belabor the point.

I think we are in agreement. I would like to see a very healthy 
American industry. I am for an American industry. I do not know 
that our approach to the problem would be the same but I would cer 
tainly like to see our American ranchers do the very best and even 
better, and I certainly support you in principle in what you are taking 
on and seeking to do.

Mrs. GRIFFITHS. Would the gentleman yield to me ?
Mr. GILBERT. Yes, ma'am.
Mrs. GRIFFITHS. How many full-length mink coats have boon sold 

in the United States in the last 10 years ?
Mr. WOODLEY. I do not know. 1 did not have the interest to look up 

that point.
Mrs. GRIFFITHS. Could you find out?
Mr. WOODLEY. Yes; I can.
Mrs. GRIFFITHS. How many ch inchiHa coats ?
Mr. WOODLEY. I would not know that, either.
Mrs. GRIFFITHS. How about sable ?
Mr. WOODLEY. I would not know that, either.
Mrs. GRIFFITHS. Is it nSt one of the problems that a full-length coat 

of any kind, a full-length furcoat today is not really a practical gar 
ment ? Once upon a time they were. They were a status symbol. When 
you ride in a heated car, right to the door where you are going, and you 
go into a heated building, it is no longer necessary.

I looked at this advertising. I do not know what growers advertise, 
but one of the things that has changed stylewise has been the mink
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stole. There was a time when, everyone wanted a mink stole. The truth 
was, it was quite a practical garment. You were not too hot when you 
were shopping and even in the summer, when you went into air-con 
ditioned places, it was comfortable to have around your shoulders. 
But this is no longer a fashionable garment, so that you have lost a lot 
of sales despite the practicality of it, and the stylists themselves have 
paid no attention to it.

A mink stole or any kind of fur stole has some real practicality in 
today's world but a long mink coat is really the height of the 
ridiculous.

There is just no place to wear it unless you are planning to wear it 
to a football game out in Wisconsin or Detroit. It is a good idea there. 
But then somebody behind you flips cigarette ashes on it and you burn 
it.

Mr. WOODLEY. It is difficult to account for fashion or describe what 
motivates it, but mink coats or coats of fur are very, very popular 
today.

I do not know whether it originates in Paris or the great fashion 
centers of the world. Many, many coats are sold. There are still many, 
many small pieces and we, as producers, have tried to take the initi 
ative to help fashion along and even this year brought out a number 
of small pieces that a woman could wear safely, to answer the par 
ticular point you raised, so Ave had panchos, and colors and mink 
wraps that were shall I say, stoles with another name, and another 
look.

The fur trade has not been to the forefront in creating styles. So, 
we as producers have tried to take the initiative in popularizing colors 
that we thought were fashionable and shapes. We spent a lot of 
money doing it.

Mrs. GRIFFITHS. Thank you, Mr. Chairman.
Mr. GIBBON. Mr. Schneebeli.
Mr. SCHNEEBELI. I notice your market went from $16.33 down to 

$11.64 per skin. Did your international market break to the same 
extent, roughly?

Mr. PLAISTED. There is a break in the international market on the 
lower column of figures based on approximately a little less than $2.

Mr. SCHNEEBELI. In the international market only $2 and in our 
market $5.

How would that happen if there is virtually no duty ? Would there 
not be one international price pretty much since we have no duty ?

Mr. PLAISTED. Part of the answer may be that the figures repre 
sented only table 3 are for the calendar year figures on imports. This 
is the way they are compiled by the Commerce Department.

The figures as to average prices for domestic sales represent the 
prices for the selling period which begins——

Mr. SCHNEEBELI. I realize your domestic price decreased but what 
about the price in Scandinavia, did the price go down there in the past 
5 years ?

Mr. PLAISTED. It did not happen that same year.
Mr. SCHNEEBELI. Is there a rather uniform price throughout the 

world of the same quality skins? Since we have no duty, why wouldn't 
the international price seek its own level ?

Mr. PLAISTED. The price fluctuates from sale to sale and month to 
month.
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Mr. SCHNEEBELI. Is there one general price throughout the world?
Mr. PLAISTED. No, sir.
Mr. SCHXEEBELI. Why would the price be different in Scandinavia 

than New York?
Mr. PLAISTED. The inferior quality pelts.
Mr. SCIIXEEBELI. I am talking about the same quality pelt.
Mr. PLAISTED. There was a practice going back to 1966, I think, 

in that year, and correct me if I am wrong, Mr. Woodley, for the 
Scandinavians to sell and to announce they would sell without limits.

Mr. SCHXEEIJELI. It seems to me since we have no duty generally 
on mink, that the price in New York would probably be about the 
same price in Scandinavia, ex-transportation which would not be 
much for this product.

Mr. PLAISTED. This would not be necessarily true because the method 
of selling in Scandinavia i n those years——

Mr. SCIIXEEBELT. At the present time is your international price 
about the same?

Mr. PLAISTED. No; I think the price would be lower in Scandinavia 
because they have different selling policies.

Mr. SCITXEKBELI. Why sell it in Scandinavia at a lower price if 
yon can sell it in New York at a better price? Why sell it at a lower 
price in Scandinavia than in New York where there is no duty?

Mr. PLAISTED. It is their selling prices. The Scandinavians have sold 
at least in the past a greater percentage of their mink on a given sale 
without any price floors than have the American producers so that, 
if the American producers are attempting to hold the market through 
our auction outlets in this country, they do not sell below a certain 
level.

If that same level were established in Scandinavia or Canada, you 
would have the same result you are referring to but it is the selling 
policies that are different.

Mr. SCHXKEBELI. The industry is obviously suffering from over 
production. This appears to be true of domestic production as well 
us foreign producers.

Do you feel there is foreign as well as domestic overproduction?
Mr. PLAISTED. Our production has declined drastically in the last 

o years.
Mr. SCHXEEBELI. That is because demand has gone down.
Mr. PLAISTED. The demand has gone down for the several factors 

as Mr. Woodley mentioned.
Mr. SCIIXEEBELI. It seems to me you can get relief, either 'of two 

ways, have a quota or a tariff.
Mr. PLAISTED. This is what we think. We would like the com 

mittee——
Mr. SCHXEEBELI. Most of the quotas I have seen have been based 

on rather recent years. In steel in 1966, 1967, 1968. If we used these 
figures for the mink industry, it would not help you much.

Mr. PLAISTED. There would not be a marked decrease in skins.
Mr. SCHXKEBELT. 1966, 1967, 1968 were the big years so the figures 

suggested for other industries would not be of help to your industry.
Mr. PLAISTED. No. sir.
Mr. SCHXEEBELI. Do yon have a suggestion as to which years you 

would like to have?
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Mr. PLAISTED. I think in some of the bills pending before your 
committee, the bills are based on a percent of the domestic market.

Mr. SCHXEEBELI. Percent of the domestic market.
Mr. PLAISTED. That is right, that would be enjoyed——
Mr. SCHXEEBELI. How does that compare to the present percentage?
Mr. PLAISTED. The one series of bills, I believe, is at 40 percent——
Mr. SCIIXEEBELT. Do you have the proposal ?
Mr. PLAISTED. Whereas, as you will note on table 1, the ratio of 

imports to consumption for the last year was 45 percent.
Congressman Xelson ;s——
Mr. SCJIXKEBELI. So, all you are asking is a 5-percent reduction in 

the present imports ?
Mr. PLAISTED. The other bills pending before your committee sug 

gest a 30 percent.
Mr. SCIIXEEBELT. What are you suggesting ?
Mr. PLATSTED. We are suggesting at this juncture 30 percent. When 

Congressman Byrnes and Congressman Byrnes' bills were first intro 
duced, that was a year ago before we were in the situation we were 
in today and they had 40 percent but we can not live with 40 percent 
today.

Mr. SeiiXEEBKLi. You are asking for a cutback from 45 to 35 percent 
in domestic usage.

Mr. PLATSTED. Yes, sir; a decrease of 15 percent.
Mr. SOITXEEBELI. You are asking for a 33-percent decrease. With 

our present mink production facilities, can we make up that 33 percent?
Mr. PLAISTED. We have to revive the market.
Mr. SCHXEEBELI. Is the mink industry in a position to make up 

the difference if we cut back one-third in our imports ?
Mr. PLATSTED. Do you mean from the production standpoint ?
Mr. Sci IXEEBELI. Can we raise that many more pelts ?
Mr. PLAISTED. If the market is revi ved; yes.
Mr. SCHXKEBELI. Suppose we arbitrarily decided to go to 30 percent; 

that cuts off one-third of the present imports. Is the domestic produc 
tion able to take care of this deficiency ?

Mr. PLAISTED. Yes, sir: the production facilities are here.
Mr. SCIIXEEBELT. Even with the people who have gone out of busi 

ness.
Mr. PLAISTED. Yes; the facilities are still there.
Mr. GIBBOXS. Mr. Broyhill.
Mr. BROTHILL. I am sure some of the ladies of this country who 

just received an anniversary present will be quite upset by Mrs. 
Griffiths' statement that mink coats are going out of style.

Mrs. GRIFFITHS. I think I did a lot for all of the husbands here.
Mr. BROYHILL. It might becoming too late, though.
Mr. Woodley, you mentioned a $200 figure for the cost of a mink 

coat and a $500 figure and then the figure of $3.500 and $35.000 was 
mentioned.

What causes the spread and the price range of a mink coat? Is it 
the cost of the pelt or the design or the distribution? What part of 
that cost does the rancher or breeder receive?

Mr. WOODLEY. I think- the cost of the raw product purchased by the 
furrier at unction would, first of all, give him an ability to perhaps 
sell more at a lower price. It raises competitive situations in the in-
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dustry and if a man has to pay $40 for a pelt and he can get one'for 
$15, he obviously can not charge the end price that he formerly got 
on a $40 pelt -which might mean a $3,500 coat. I am just giving you a 
rough example.

Then, if he can buy a $8 mink or $6 mink, wherever it is from, 
and some members of'the fur industry could see a way to make a buck 
and tiirn out a low item hoping to get turnover——

Mr. BROYHTLL. Am I to understand that a coat in one place could 
have a price of $1,000, and in another place a price of $4,000, and the 
difference could be in what that person was able to obtain the pelt 
for rather than the quality of the pelt ?

Mr. WOODLEY. First of all, and secondly, the temptation to put in 
ferior workmanship and cut corners in the manufacture of a garment 
since a lot of that appears underneath. That would have to be examined 
by an expert by removing the lining where one sees the workmanship.

There are so many other ways of cutting corners honorably in the 
manufacture of a mink garment that the existence of low-priced mink 
gives or touches off a round of corner-cutting on production and thus 
one will find very low-priced mink items.

When I mentioned $200 earlier, I did not mean a mink coat for $200. 
I referred to a stole or perhaps a small garment.

I did say we had seen this year mink coats for the unheard of price 
of $550, I believe one cut-rate store offered them at.

Mr. BROYIIILL. Do I understand that, in the $500 coat, there would 
be the same quality of pelt as you would have in a higher priced coat ?

Mr. WOODLET. No. The low-priced item——
Mr. BROYHILL. The quality of workmanship——
Mr. WOODLEY. The low-priced item would have inferior quality.
Mr. BROYHILL. What governs the quality of the pelt? Is that in the 

breeding ?
Mr. WOODLEY. A mink rancher could answer that more expertly 

than I but my knowledge would mean since the item was sold at 
auction, the buyer would take into consideration the color of the mink, 
the clearness which is supposed to be an attribute, and the size of the 
pelt and the quality of the fur, the depth and richness of the fur.

Mr. BROYHILL. Are all of the colors of the mink pelt made up in 
the breeding or is any dye ever used in bringing out the color?

Mr. WOODLEY. There is no dye used.
Mr. BROYHILL. What about the white mink ?
Mr. WOODLEY. It is purely a factor of genetics. If they breed gray 

to gray, they get gray. They know what they are going after unless 
a change appears such as happened in Wisconsin. If thev found a red. 
white and blue mink, all in one pelt, that would be a major break 
through but that has not happened yet.

Mr. BROYHILL. What about the auctions Mr. Gilbert referred to 
a moment ago? Do foreign buyers participate in those auctions?

Mr. WOODLEY. Indeed they do.
Mr. BROYHILL. Are they buying U.S. products ?
Mr. WOODLEY. Yes.
Mr. BROYHILL. Does that have an effect on the market insofar as 

the U.S. breeders are concerned ?
Mr. WOODLEY. It is very helpful and we were the first organization 

to try to develop a worldwide market for mink, ours being the first
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in being at the time. Having had a head start and having established 
a standard of American mink as line quality, many people from 
abroad come and attend our auctions from Switzerland, Italy, France, 
Great Britain, South Africa, Australia and so on.

Mr. BROYHILL. Would that not have an effect on your foreign 
market ?

Mr. WOODLEY. I do not think so because our expoils are usually taken 
by countries who either do not produce mink at all—Australia does 
not to my knowledge and no live animals have ever been imported 
into Australia—and so little of it is produced in the countries I men 
tioned, we sell little or no mink to Scandinavia which is the world's 
largest producer.

In turn, I am told they consume very little of their own product 
but export it.

Mr. BROYHILL. If that is the case, why would not our minks, com 
peting with the imported minks, have the same factor as far as the 
quality is concerned ? Why would it not be the same for the foreign 
buyer ?

Mr. WOODLEY. European or Scandinavian or Roumanian minks are 
bought but the better houses from abroad have to take a position in 
buying and having in stock American mink because of its superior 
attributes.

Mr. GIBBONS. Mr. Burke.
Mr. PLAISTED. May I have just 30 seconds to reply to Congress 

man Schneebeli's question for the record ?
Mr. GIBBONS. Yes, sir.
Mr. PLAISTED. I believe his last question was, what would be the 

effect of the present bills pending before the committee insofar as 
setting or regulating the number of imports.

In Congressman Kelson's extended remarks made before the House 
on Thursday, June 4, 1970, he made this point as to the bill that 
Congressman Nelson introduced:

The Mills bill would establish a base year for imports of leather and textiles 
sit 1967-68 because the remedy is so late in coming I have selected the base year 
of 1959-60 for application of mink imports. The imports of that year would 
represent a level of 2,810,492 pelts a year or a figure equal to 28 percent of do 
mestic consumption last year.

Mr. GIBBOXS. Mr. Burke. 
Mr. BURKE. No questions.
Mr. PLAISTED. Thank you very much for your time .and attention, 

gentlemen.
(The following statements were received for the record:)

STATEMENT OF DAVID W. HENDERSON, EXECUTIVE SECRETARY, THE NATIONAL 
BOARD OF FUR FARM ORGANIZATIONS

Mr. Chairman and distinguished members of the committee.—As we left you 
on June 26, 1968, during your hearings on trade policy, domestic mink ranchers 
and reached a point of desperation in their frustration to protect their uniquely 
new and native craft. Nearly two years have added much evidence to the impend 
ing bankruptcy which we described to you at that time.

Auction prices have fallen far below cost of production. Another thousand 
ranchers have been forced out of business. The base from which money for re 
building consumer demand must be raised has shrunk radically, since it must 
come from the rancher himself.
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Imports, peaking in unheard of quantities in 1966, without carrying any of 
the burden of market development, broke the back of the domestic ranching 
industry by sheer oversupply, but also, in doing so with cheap, often undesirable 
mink pelts which were spread out far and wide as trim on fur garments, often 
of mediocre design and craftsmanship, gave the "queen of furs" a bad name. 
Since that time the consumer has become cautious of wearing mink and consump 
tion has fallen more than twenty-five percent!

The market has become so depressed from this shrinkage of demand that it is 
no longer profitable even to import cheap foreign production. The trimming- 
trades who once gulped up millions of these poor grade mink pelts and threw 
them recklessly out on the mass market to the detriment of the fashion image of 
fine American mink, have backed consistently away from the market with con 
sequent radical downward adjustments to the whole price structure.

To illustrate the erosion of the American market we introduce an exhibit titled 
"Growth and Decline of the U.S. Mink Market in the Sixties." The supporting 
data of the chart is drawn largely from government sources. From this data it 
is possible to arrive at a close approximation of the total number of mink pelts 
consumed in the U.S.A. in any one year.

At the top of the chart a solid black curve illustrates this consumption, begin 
ning in 1960 with 5,937,000 mink pelts, of which 47.9 percent were imports. At 
the peak of 1966, imports also peaked in volume and had captured -54 percent of 
the consumption.

In this interval imports "rode up" a new and unique market without paying 
any of the freight. Market promotion had been provided solely by North Ameri 
can ranchers. In a further give-away, government permitted duty-free entry on 
this overload by continuing to pin mink pelts to the free-list.

The rest of the story on Exhibit One is quite obvious. After foreign production 
broke the back of the domestic market it moved on to other lands, hoping to cash 
in on other rising affluence elsewhere—again without paying the necessary 
freight for market development.

Europe was next—an area promotionally "seeded" by American ranchers as 
early as the 1940's. Production was increased; things went well for a time—but 
today Europe shows the same signs of market erosion as developed in the U.S.A. 
aud'characteristically—again—the trimming trades are backing off, wary of tho 
erosion of mink's fashion image.

If there is to be a rebuilding of our own market, ranchers must have the assur 
ance that another flood of non-supporting foreign production can be tamed to a 
moderate flow. They have asked Congress for this in the 46 Mink Import quota 
bills now before your Committee, of which H.R. 148 by your Mr. Burke, and 
H.R, 1~>3 by your Mr. Byrnes are pilots. (A list of these co-sponsors from their 
many states is attached herewith and made a part of this statement.)

Failure to erect such import controls will only hasten the day when foreign 
production, having soured the European markets, will literally "dump" its excess 
mink pelts into a wide open—but also previously badly weakened American mar 
ket. That day could be just around the corner—and if it comes, total annihila 
tion will end American mink ranching for good—another unique domestic 
achievement given away, in this case, absolutely free, to foreign producers.

Mr. Chairman, our final Exhibit is a repeat from our previous testimony, which 
you probably will recognize, but two more years of supporting data have made 
it more revealing than ever.

In two years since we met here, domestic production has fallen over thirty 
per cent, directly reflecting our statement to you that this wide-open foreign 
competition was lethal. Another thousand ranchers have gone "belly-up", as we 
said. The price structure which we characterized as at a "disaster plateau" 
wavering around a gross average of $15, has now sunk to a $11 level with huge 
quantities of mink never even reaching the point of a bid in the auction rooms.

To those who would point to the radical decline of imports (35% from their 
peak in 1966) as an easement of our predicament, we would say, "What else 
could foreign production do but retire from a free market which it soured by 
sheer oversupply?"

If this increasing foreign production has not found more green pastures out 
side the United States—and signs are that it has not—it will be back again 
soon—and finding no restrictions—will crush out what is left of a once proud 
and self-sustaining little segment of old-fashioned American enterprise.
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GROWTH AND DECLINE OF THE U.S. MINK MARKET IN THE SIXTIES
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CALCULATION OF APPARENT CONSIHPTION OF MINK PELTS IN THE UNITED STATES 1960-1969

year

1960
1961
1962
1963
1964
1965
1966
196?
1968
1969

DOMESTIC PRODUCTION

ranch wild total

3,718.000 355.000 4,073,000
4,020.000 297,000 4,317,000
4,169,000 300,500 4,469,500
4,278.000 366,000 4,644,000
4,700,000 317,000 5,017,000
5,300,000 287,000 5,587.000
5,700,000 234,000 5,934,000
6,000,000 289,000 6,289,000
6,500,000 181,000 6,681,000
5.500.000 180,000 5,680,000

PLUS

IMPORT 
VOLUME

2,846,000
,131,000
.825,000
,460,000
,446,000
,882,000

5,675,000
. 5,426,000

4,781,000
3,686,790

LESS EXPORTS

domestic re-exports total

882,000 100,000 982,000
1,018,000 185,341 ,203.341

976,000 138,777 ,114,777
1,088,000 99,721 ,187,721

901,000 101,532 ,002,532
,200,000 127,229 ,327.229
,124,000 75,931 ,199,931
,312,500 134,878 ,447,378
,396,000 74,000 ,470,000
,502,854 88,000 ,590,854

APPARENT- CONSUMPTION

volwe Percent 
imports

5,937,000 47.94
7,244,659 57.02
7,179,723 53.28
7,916,279 56.34
8,459,968 52.54
9,141,771 53.40

10,409,569 54.52
10,267,622 52.85
9.992,000 47.85
7.774,936 47.41

Estimates ot domestic rancn production Liiruuyli 1S67 b, the U. S. Tariff Coxiisslcn. Estimates of the wild catch by 
the Fish and Wild Life Service, U, S. Department of Interior. -All export and Import data by the U.S. Department of 
Cormerce.

Determination of total consumption of mink pelts in the United States for any one year Is made by adding total im 
ports to total domestic production, then subtracting total exports. "Re-exports" as shown above represent foreign 
merchandise entered temporarily into the United States for shipment abroad.

4(5-127 O - 70 - pt. ll -- 5
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THE STEADILY GROWING SPONSORSHIP OF THE MINK QUOTA BILL

IN THE NINETY-FIRST CONGRESS

as of FEBRUARY I, 1970

ARIZONA 

COLORADO

CONNECTICUT

IDAHO 

ILLINOIS

INDIANA

IOWA

MASSACHUSETTS 

MICHIGAN 

MINNESOTA

NORTH CAROLINA 

OHIO

PENNSYLVANIA

SOUTH DAKOTA

VIRGINIA 

WASHINGTON

John J. Rhodes, 1st

SEN. Gordon L. Allott 
SEN. Peter H. Domlnlck

SEN. Thomas J. Dodd 
Robert N. Giaimo, 3rd 
SEN. Abraham A. Rlbicoft 
William L. St. Onge, 2nd 
E. G. Daddarlo, 1st

James A. McClure, 1st

Frank Annunzio, 7th 
George E. Shipley, 23rd

Richard L. Roudebush, 5th 
William G. Bray, 6th

SEN. Jack Miller 

James A. Burke, llth 

Philip E. Ruppe, llth

John A. Blatnik, 8th 
SEN. Eugene McCarthy 
Ancher Nelsen, 2nd 
John M. Zwach, 6th

Roy A. Taylor, llth

William E. Mlnnshall, 23rd 
J. William Stanton, llth

SEN. Mark Hatfleld 
Wendell Wyatt, 1st

Frank Clark, 25th 
Thomas E. Morgan, 26th 
John P. Say lor, 22nd 
SEN. Hugh Scott 
J. Irving Whalley, 12th 
Joseph P. Vigorito, 24th 
Gus Yatron, 6th

E. Y. Berry, 2nd 
SEN. George S. McGovern 
SEN. Karl E. Mundt 
Ben Reifel, 1st

John J. Duncan, 2nd 
James H. Quillen, 1st

SEN. Wallace F. Bennett 
Laurence J. Burton, 1st 
Sherman P. Lloyd, 2nd 
SEN. Frank E. Moss

William C, Wampler, 9th

Floyd V. Hicks, 6th 
Catherine May 4th 
Lloyd Meeds, 2nd 
Thomas M. Felly, 1st

John W. Byrnes, 8th 
Glen R. Davis, 9th 
Robert Kastenmeier, 2nd 
SEN. Gaylord Nelson 
David R. Obey, 7th 
SEN. William B. Proxmlre 
Henry C. Schadeberg, 1st 
William A. Steiger, 6th 
Vernon W. Thomson, 3rd

S.2168 
S.2168

S.2168 
H.R. 13224

S.2168 
H.R. 8816 
H.R. 14276

H.R. 2093

H.R. 3246 
H.R. 9469

H.R. 15144 
H.R. 15318

S.2168 

H.R. 148 

H.R. 2517

H.R. 10635
S.2168 

H.R. 9923 
H.R. 9342

H.R. 12713

H.R. 1222 
H.R. 13662

S.2168 
H.R. 2517

H.R. 13683
H.R. 7999
H.R. 2513

S.2168
H.R. 9083
H.R. 14961
H.R. 14750

H.R. 5951 
S.2168 
S.2168

H.R. 11421

H.R. 5520 
H.R. 3830

S.2168 
H.R. 3659 
H.R. 4825

S.410

H.R. 10761

H.R. 13276 
H.R. 9310 
H.R. 13276 
H.R. 13276

H.R. 153 
H.R. 2352 
H.R. 12896

S.2168 
H.R. 13497

S.2168 
H.R. 5260 
H.R. 6551 
H.R. 8983
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IMPORTS EXERTED CONSTANT PRESSURE ON THE AMERICAN MARKET TILL IT BROKE

60 61 62 63 64 65 66 67 68 69
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the PRESSURE of imports

on the United States market during

the 1960's

•year domestic average import U.S.A.—
• ranch price volume ranches^.
• prod. $ survive —

- 1960
i_ , -1961 
  market crashed ~ -j 952

in 1961 23.6% 
196?: in 28.1% I 1964

1965
1966
1967
1968
1969

3,718,000
4,020,000
4,149,000
4,278,000
4,700,000
5,300,000
5,700,000
6,000,000
6,500,000
5,500,000

I I

21.48
16.41
18.11
16.66
18.08
17.57
19.48
14.00
14.95
15.33

2,846,000
4,131,000
3,825,000
4,460,000
4,445,000
4,882,000
5,675,000
5,426,000
4,781,000
3,686,000

I I

7200
6500
5500
5100
4500
4000
3200
2400
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STATEMENT OF CHARLES H. Low, EXECUTIVE COMMITTEE MEMBER, NATIONAL 
BOARD OF FUR FAKM ORGANIZATIONS

My name is Charles H. Low, and I own and operate a mink farm In Stoughton, 
Massachusetts. I am. a member of the Executive Committee and Past President of 
the National Board of Fur Farm Organizations. I am submitting this statement 
in support of HR-148 and the many companion bills before this Committee calling 
for controls over the unrestricted importation of mink pelts.

Mink is native to North America only, and it was the inspiration and energy of 
American mink farmers that developed this wild animal into the most popular 
of all furs in the fashion world. The market for this beautiful, durable and flat 
tering fur was developed by an ambitious and far-reaching consumer advertising 
campaign subscribed to by the American producer himself through deductions 
from his pelt sales. More than $20 million have gone into this campaign in the 
last 25 years. In this way we created an overwhelming demand for our product 
and established the possession of mink as every woman's fondest dream. The 
Scandinavians and others, quick to recognize that this market was completely 
unprotected, began to raise mink for export (the use of mink in these countries 
is negligible).

In 1960 when imports reached approximately three million pelts, the Scandi 
navian producer organizations, breaking all precedents, announced that mink 
offered in their public auctions would be sold without regard to price. This "free 
selling" was initiated, it seems quite evident, to capture the American market 
by disrupting the conventional system of auction selling.

Following this change in selling policy, imports rose in one year from 2,846,000 
in 1960 to 4,131,000 in 1961. Then imports remained fairly constant until 1966 
when the rapid expansion of mink production in Scandinavia, combined with a 
softening of the European economy, resulted in an excess of pelts which the 
Scandinavians sold to American buyers at any price they could get. The flood of 
5,675,000 imported pelts broke the American market dramatically, forcing Ameri 
can producers to sell their pelts below the cost of production in order to move 
them. Since the Scandinavians made no attempt to maintain a market level, 
and sold large quantities below their cost of production, American ranchers were 
the victims of dumping—morally, if not legally—for we lost 54% of our market 
to imports, and the United States auction price plummeted below our production 
cost. In that one year Scandinavian imports increased 23%. Denmark alone 
increased her imports to the United States 28% and Norway over 38%. In the 
same period, production on American ranches rose only a mere 9%.

Our market has continued to deteriorate steadily since that dumping, and the 
number of American ranchers has fallen from 7200 in 1962 to 2400 in 1969. 
The continued influx of cheap foreign pelts has tarnished the prestige image of 
mink which American ranchers have so carefully nurtured over the years 
through high fashion advertising and promotion, making the product less de 
sirable and eroding our market. All this, combined with a major decline in the 
stock market, high interest rates and tight credit, has placed our business in a 
condition bordering on bankruptcy.

Our foreign competitors have sold 75-80% of their 1969 crop at this time in 
contrast to our sale of approximately 50%. Our producers are having difficulty 
getting bids on their pelts, and where goods have been sold they are averaging 
30|% below last year's disastrous level—at a take-home price to the rancher of 
slightly over $9.00 per skin. This represents a loss of $5 to $7 on every skin he 
sells. Another 30% of our growers have been forced out of business this year, and 
we expect many more will follow because of the utterly chaotic conditions in our market. Banks are refusing further credit and are calling loans that can't be 
paid. The entire industry faces ruin, taking with it suppliers of feed, equipment 
and other supplies. The New York Auction Company, one of our two major 
auction outlets, has announced it will make no more production loans to ranchers 
and will phase out its auction operation later this year.

feealizing the importance of world trade to our country's economy, we do not 
ask that mink imports be cut off. We ask only that they be given free entry to 
the amount of 30% to 40% of our domestic consumption with a 50% ad valorem 
duty on all pelts imported in excess of the quota. If the 50% ad valorem duty 
is added to the cost of the fur, the foreign mink skin can still compete with the ' 
domestically produced pelt in most instances when a comparison is made in 
production costs. Foreign producers do not have the high taxes, labor and feed costs of the American producer.
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The quota will do much to stabilize the American fur market by establishing 
in advance approximate numbers of pelts to be manufactured, both from local 
and overseas sources. American producers would be free of the threat of dumping, 
and the foreign producer could more easily plan his production with the knowl 
edge that only a certain amount could be aimed at our market. As that market 
is further expanded, the foreign producer would enjoy his fair share of that 
expansion.

Most of our producers operate family type farms, producing 2000-5000 pelts a 
year with one or two employees. Whereas it takes 15 to 20 years to establish a 
uniform herd and equip a farm for this size operation, many of the owners are 
45 to 60 years old with no other training or skills to fall back on when they fail. 
Most are far in debt so the sale of their farms will only satisfy their creditors 
with nothing left for the retirement they have saved and planned for. They find 
themselves in this tragic situation through no fault of their own. They are the 
victims of an unfair and inconsiderate trade policy.

I must be frank and admit that I find myself in this identical situation with no 
hope for the future. I have operated at a loss for the last three years, strength 
ened only by the faith that in time our government would see our desperate 
plight and have from extinction this small independent American industry which 
has asked no help and received no help.

We wish to thank the Committee for the opportunity of presenting our prob 
lems in these hearings on trade proposals. We feel our situation is a classic 
example of what uncontrolled foreign imports can do to an unprotected American 
industry. We hope that in your deliberations you will give sympathetic consid 
eration to our request for quota protection and that you will find some means, 
acceptable to the Administration, that will save what is left of our industry.

Mr. GIBBONS. Congressman Findley, we welcome you here. Just 
identify yourself for the record and you may proceed as you wish.

STATEMENT OF HON. PAUL FINBLEY, A REPRESENTATIVE IN 
CONORESS PROM THE STATE OF ILLINOIS

Mr. FINDLEY. I am Paul Findley, Member of the House from the 20th 
District of Illinois.

I do have a statement with an appendix which I would appreciate 
being_ placed in the record but I would like to draw your attention to 
certain parts for the record.

It is a privilege to be here this morning to discuss the subject of 
import quotas and trade expansion. I believe that this may well be 
the most important subject with which the committee and the Congress 
deal this year.

One approach before this committee would provide for continued 
trade expansion and the prosperity, both at home and abroad, which 
such can bring. The other approach of imposing import quotas on 
certain products, however, would have a direct adverse effect on every 
single American who wears clothes and shoes, and who doesn't? Be 
yond that, it may potentially mark the opening shot in a trade war 
which could cause stagnation of the world economy as nations vie with 
each other to erect trade barriers which would divide and fragment 
the free world.

Before Americans decide they want to take the enormous risks in 
herent in quotas, or better said, before we, in Congress, decide to im 
pose that risk upon them, it is important that we consider carefully 
what may result. It do not pose as an expert. My political judgment 
may also be questioned-.'After all, by this appearance I attempt to pre 
sent a case against restrictive quotas to a committee, 13 of whose 
members, including the chairman, have sponsored sucn a bill. A po 
litical expert might at least hesitate before taking a lonely position
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opposed to 306 Members of the House who have petitioned the Presi 
dent asking him to use his full weight to seek "voluntary" quotas on 
shoe imports.

Yet, I am here today, because I believe that this issue is so important 
to the American people, as consumers and as working class citizens, as 
well as to the long-term standing of our Nation in world affairs that it 
simply must not be decided upon narrow grounds or for the exclu 
sive benefit of one or two special interest groups.

Should imports of shoes and textiles be restricted, as proposed in 
H.E. 16920?

The bill would set quotas for 1970 on the average of imports during 
1967-68 and beyond this would limit them according to the ups and 
downs of the U.S. market. For textiles, the overall average would be 
about 2.9 billion square yards, a rollback from 1969 imports of some 3.6 
billion square yards. For shoes, the average would be about 185 million 
pairs, a reduction from the 1969 volume of 195 million pairs.

Are these quotas in the national interest ? Are they in the interests 
of the American consumer, or agriculture, or the working man or the 
businessman ?

In each case, the answer must be no.
Our national economic life today is dominated by the problem of 

inflation. No domestic issue is more important, no issue affects more 
people adversely, no issue presents a greater challenge to our society. 
Yet, quotas, and the higher consumer costs they will spawn, will only 
fuel the fires of inflation and thus harm the national interest.

Quotas remove one of the dampening influences upon price increases 
because foreign competition would no longer tend to hold domestic 
prices down. For example, it has been estimated by the National 
Retail Merchants Association that quotas on textiles will cause a 15 
to 25 percent rise in some clothing prices. Similar inflationary effects 
iipon prices can be expected in other industries where restrictive trade 
practices are imposed.

Nor will quotas serve consumer interests. Protectionism taxes con 
sumers to protect producers and thereby destroys his purchasing 
power; it also raises the costs of the protected goods he must purchase. 
The consumer gets hit the hardest, and from three different directions.

In this particular case, this bill proposes to hit hardest those con 
sumers who can least afford it—the poor and those with middle in 
comes. Of the three basic essentials of life, food, shelter, and clothing, 
this bill proposes to raise the price of the shirt or blouse on your back 
and the shoes on your feet. The poor who have difficulty paying for 
shoes now will foe worse off in the future.

The lower a family's income, the greater the proportion of that 
income must be spent upon shoes and clothing. Quotas make the pinch 
even tighter and have a sharp regressive character that hurts poor 
people worst. This bill is certainly not in the interests of the American 
consumer, rich or poor.

American agriculture, already in deep trouble in foreign markets, 
would risk a severe blow from this bill. In the past 3 years, after 
record crops have produced surpluses here at home, U.S. exports of 
farm products to Europe's common market have fallen by $300 mil 
lion, due in large part to European protectionism and rising agricul 
tural production on the continent. So far, the United States has been
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able to stave off proposals which would greatly restrict the impor 
tation of American soybeans. However, the moment the United States 
imposes quotas on shoes and other products, we will have opened the 
door to a flood of retaliatory protectionist measures worldwide, in 
cluding the common market, measures which will affect all American 
businessmen, all American workingmen, all American consumers, and 
certainly the American farmer whose foreign markets will be hurt.

And we risk severe harm by placing quotas on textile imports from 
Japan, the largest importer of U.S. agricultural products, now total 
ing almost $1 billion annually. This year Japan has become our first 
billion-dollar agricultural customer in history.

In fact, one of the great ironies of this quota legislation is that 
producers of leather and cotton fibers, who are a part of the industries 
seeking protection, will be directly hurt by the proposed quotas. Last 
year Japan exported $285 million worth of textiles to the United 
States, but purchased fully one-fifth of the raw cotton exported by 
us, valued at $52 million. Of the $84 million worth of shoes Japan sent 
to us, Japan returned $54 million through the purchase of hides and 
skins to make such products. It is a cinch that quotas imposed to keep 
out Japanese shoes and textiles will be met on their part by drastic 
reductions in the purchase from the United States of the raw materials 
which go into these products. Japan can buy cotton and hides else 
where.

The workingman is first and foremost a consumer, and therefore, 
he will suffer from protectionist policies resulting in'higher prices 
on the goods he buys and higher taxes. Indeed, the interests of people 
directly involved in the local industry seeking protection are mixed. 
Let me illustrate from personal experience.

Last year I received several hundred postcards from employees of 
Brown Shoe Co. in my hometown, calling attention to the problem 
posed to their factory and their jobs by shoe imports from Italy and 
Japan. Several weeks later I had a chance to visit personally with one 
of the people who had written to me. That person, a production-line 
employee, volunteered this comment, "I can see two sides to this prob 
lem. We have to buy shoes for our family, and frankly, it would hurt 
if we could not buy lower priced imports. We simply could not keep 
everyone in shoes as well as we do now."

The average businessman will also be badly hurt should a wave of 
protectionism sweep the country. With everyone else, he would suffer 
the added dangers from inflation and the higher prices he must pay 
for his purchases and therefore pass on to his customers. In addition, 
artificially higher prices stimulate the search for substitutes for his 
product. Finally, since quotas do not remedy the basic structural prob 
lems in an industry, but only prolong them, they provide no real 
lasting relief for the businessman. He must live in constant fear that 
the quotas will be removed, unable to build a sound economic base 
for his business.

With all of these apparent liabilities to the American consumer, 
farmer, workingman, and businessman, why is Congress today con 
sidering inflicting quotas on an unaware and unsuspecting public?

The answer is that for the first time, two industries which have 
assembled over recent years a powerful constituency on Capitol Hill 
have joined forces.
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One is the shoe industry. This is an industry with a relatively high 
input of labor. Automation of its manufacturing process is severely 
limited by the lack of uniformity in the principal raw material, lea 
ther. Compared with most industries, labor-saving techniques in the 
shoe industry have been almost nil in recent years. Inevitably, shoes 
imported from countries with low-cost labor, like Japan, present 
severe competition.

This competition has not killed U.S. shoe production; indeed U.S. 
production has remained fairly steady. However, U.S. shoe consump 
tion has been rising steadily, with the increased business going almost 
entirely to imports.

I am more keenly aware of this problem than some Congressmen, 
perhaps, because shoe manufacturing is the principal industry in the 
small Illinois town, Pittsfield, which is my home. Over the years the 
challenge of imports has been repeatedly brought to my attention.

The other industry in this package is the textile producers. For my 
part, I have come to respect the political power of textile interests. 
They do not represent the broad interests of American argiculture. 
They do not represent consumers. They certainly do not represent the 
international best interests of our country.

Our most scandalous agricultural program, the one for cotton, is 
largely the creature of the same textile interests now clamoring for 
import quotas. This program costs the taxpayers nearly a billion dol 
lars a year which, unbelievably, equals the market value of the entire 
U.S. cotton crop.

Over the years, the price of domestic cotton was kept—by the tax 
payer—well above the world price. As a consequence the demands 
for imported cotton fabrics increased. Fundamentally, this short 
sighted anticotton policy helped underwrite the cost of research and 
induced the successful development and expanded use of cheaper syn 
thetic fibers. This uneconomic cotton policy hastened the day of reckon 
ing for cotton and textile interests alike.

In 1964, cotton mills had a chance to change the course of events, 
to make their products more competitive in 'both domestic and foreign 
markets. Thanks to new legislation, they received a price reduction 
of 30 percent in raw material cost. Instead of passing even part of this 
advantage on to the consumers, the price average of basic cotton con 
structions continued a steady upward trend. Not even the slightest dip 
occurred to show when the lower price of raw cotton became effective.

Now, this industry wants additional Government subsidy, this time 
in the form of an absolutely protected market. It seems to me that it 
is time to call a halt.

It will undoubtedly be argued that a limited class of workingmen 
and businessmen, that is, those who might actually lose their JODS or 
be forced to close their doors, will be benefited, at least in the short
run, from protectionist policies. However, the interests of local indus 
try, while important, should not be overriding. In order of importance, 
here are the factors I feel should be considered in judging a policy 
question on import quotas:

1. Impact on the Nation's economy. Here the potential loss of U.S. 
jobs and profit earnings has to be balanced off against the fact that 
quotas by their very nature are inflationary, and the possibility that 
one quota measure will be followed with others.
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What is the profit situation of the textile industry which is clamor 
ing for quotas and the higher prices they will bring? Fortune maga 
zine's listings showed that total sales for textiles increased 11.3 
percent in 1968 and 20.8 percent in 1969. In 1968 the textile industry led 
all other industries in the Nation in profit increases, up a phenomenal 
32.2 percent. Following this tremendous increase in 1968, profits de 
clined 1.9 percent in 1969 with the subsequent downturn in the econ 
omy. For the apparel industry, profits increased 27.1 percent in 1968 
and, despite the downturn in the economy, were up 12.8 percent in 1969. 
If individual plants are experiencing difficulties, the industry as a 
whole is indeed strong and healthy. The Wall Street Journal recently 
summed it up this way:

"In these inflationary times, import competition is among the few factors work 
ing toward holding down prices."

Price disciplines are eased in direct ratio to quota levels. Quotas may 
postpone the day of reckoning, but they will also make it more severe 
when it finally comes, and it wall come.

2. Impact on average citizen. Here job loss to a few has to be bal 
anced off against the fact that quotas tend to boost the cost of living 
to all Americans on the item, which next to food is the most essential 
in the family budget—clothing. Quotas on textiles and shoes definitely 
would tend to impose important additional budget pressures on a large 
number of families of medium and low income, and this at a time when 
inflation has already pressed many families to the wall.

3. Impact on our international objectives. Through foreign aid, 
Food for Peace, Peace Corps and related activities, our country has 
sought to encourage economic development of other countries and par 
ticularly in areas of national advantage. We oppose the tendency of 
the common market to become highly protective. We have sought the 
expansion of trade relations with most nations.

Trade restrictions, especially on items produced in areas where wage 
rates are low, work against these objectives.

As the world's leading trading nation, we risk retaliation and the 
possibility of escalating trade warfare, by meeting a relatively limited 
domestic problem with import quotas.

As the President stated in his Trade Message to Congress in 1969:
* * * Any reduction in our imports produced by U.S. restrictions not accepted 

by our trading partners would invite foreign reaction against our own exports, 
all quite legally. Reduced imports would thus be offset by reduced exports and 
both sides would lose. In the longer term, such a policy of trade restriction would 
add to domestic inflation and jeopardize our competitiveness in world markets at 
the very time when tougher competition throughout the world requires us to 
improve our competitive capabilities in every way possible.

It must be remembered that the Smooth-Hawley tariff, a trade pro 
tection measure, backfired. Instead of helping to ease U.S. economic 
depression, it aggravated it. Unable to compete in U.S. markets, other 
nations raised trade barriers. From 1930 to 1934, the value of U.S. 
exports dropped 70 percent, and world trade fell by the same.

Not since the Smooth-Hawley days has protectionist fever reached 
such a peak in the United States as now.

It is my hope that this challenge will be met in an enlightened way 
by the Congress, first by rejecting the mounting pressures for quotas, 
and second, by finding ways to reduce still lower the barriers to 
international trade.
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Certainly, it is true that there are instances where local industries 
have received substantial damage from import competition. But this 
does not mean that we should prop them up all the higher, at tremen 
dous cost to the taxpayer, so that when they finally fall it will be even 
worse. Every time we have tried such a policy, we have paid dearly 
for it.

Instead of turning to the tried and tired remedies of the past which 
have reliably brought us only hardship, instead of turning to protec 
tionism and quotas, instead of turning backwards to ideas and policies 
which have never worked, we must formulate new ideas, we must make 
every possible adjustment to make foreign trade flourish.

If taxpayers' dollars are to be used to aid local producing units in 
difficulty, let it be in the form of adjustment assistance which recog 
nizes that nations may have diiferent competitive advantages. Instead 
of taxing to prop up and sustain inefficient industries, let Government 
help them find new areas of competitive advantage which will allow 
them to once again compete in the world market. We have never done 
this with textile interests and our failure to do so has cost taxpayers 
precious billions of dollars badly needed for other purposes. It has also 
bred an industry totally dependent upon Government checks, Govern 
ment handouts and political favors.

Beyond whatever assistance Congress may provide to affected indus 
tries, we must also continue to look forward, not backward, in our 
tariff reduction plans for the future.

Tariff reductions and reduction of other trade restrictions by means 
of general international agreement were considerable under the re 
cently-concluded Kennedy round negotiations.

However, because all parties must agree to whatever is done, reduc 
tions of this sort are far less than many of the parties would be will 
ing to accept. Like wartime ocean convoys, the negotiations can move 
only as fast as the slowest party.

Another round of negotiations, right on the heels of the other, would 
produce little if anything.

At the same time, a will to make substantial advance may exist 
among the principal industrialized nations. This possibility should 
be explored, to see if the nations of OECD and perhaps others will 
join together in staged reductions of remaining barriers to trade. 
This, of course, is authorized under GATT.

The European Economic Community, which has moved decisively 
to remove almost all barriers to commerce among its six members, is 
the best known of the major trade associations.

Less well known is the European Free Trade Association, or the 
outer seven, as it has sometimes been called. With Britain as the 
principal partner and Iceland as the recently added eighth member, 
these nations have been doing business with each other—except in 
the field of agriculture—on a free-trade basis for several years. The 
project has been a success.

Unlike the Common Market, the EFTA association permits each 
nation to establish whatever individual trade policies it wishes external 
to the group of seven nations. External policy on tariff, quota and 
other measures vary from one nation to another. But in dealing with 
each other, commerce is almost as unrestricted as between Indiana 
and Illinois.
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I mention this because a number of people prominent in commerce 
and politics in Britain have been undertaking an intensive study of 
the possibility of extending the free-trade area concept to include 
the United States, Canada, Japan, and perhaps other nations.

It is being explored by some as an alternative to British entry into 
the Common Market. Instead of moving behind the protected bar 
riers of the Common Market, Britain and these other nations would 
agree, on a staged basis, to join with the United States and others in 
removing all barriers to commerce from one to another—whether the 
barriers oein the form of tariffs, quotas, border taxes, internal taxes, 
or other devices.

It is an idea that thoroughly merits exploration and, frankly, I 
am strongly attracted to the possibility of a great free-trade area 
encompassing most of the major industrialized nations, letting each 
compete freely for markets throughout the entire area.

In my view this is the rational direction to take—forward toward 
freer trade, rather than backward to protectionism.

I will add just one further comment and this is in regard to the 
effect of the quota proposal on Japan.

On December 3 of last year the Japanese Minister to the United 
States spoke to the Farm Magazine editors in Chicago. He referred to 
a recent report issued by the Japanese Minister of Agriculture and 
Foresty and stated:

Rising agricultural needs by 1977 will include 86 percent more soybeans, 22 
percent more wheat and 67 percent more feed grains as well as sharp increases in 
other products.

The substance of my recommendation is that we should inject a new 
element into our negotiations with Japan, not the element of quotas 
but rather the element of U.S. agricultural exports.

This would give Japan an opportunity to exercise its tremendous 
buying powers and use one of its great sources to develop a sounder, 
more profitable long-range relationship with the United States.

Thank you, Mr. Chairman.
(The appendix referred to follows:)

APPENDIX.-U.S. SOYBEAN PRODUCTION BY LEADING STATES 

(In millions of bushels]

State 
Illinois.. ................

Arkansas . ...

Minnesota
Ohio.................
Mississippi

Nebraska.... .......

1964 
....... 143.3
........ 121.2
........ 66.2
........ 61.1
........ 58.6
........ 57.0
...... 41.8

24. 5
........ 8.0
........ 13.4
........ 12.U
........ 16.3
....... 17.1
........ 12.0

1969 
220.9
174.3
104.8
86.6
81.9
76.0
67.9
50.3
30.5
28.6
26.8
24.2
21.5
91.5

State

Georgia..... _ . _ .

Florida...............

Wisconsin . ..
North Dakota. ......

1964 
....... 3.7
........ 5.8
........ 7.5
........ 2.4
........ 7.6
........ 1.7
........ 4.1
........ 4.0
........ 2.4

..... 1.6
........ 2.0
........ 1.9
........ 2.7

1969 
14.7
13.5
11.8
11.2
9.0
7.5
6.7
6.3
4.6
4.5
3.4
3.3
3.0

Source: USDA.

Mr. GIBBONS. Mr. Burke.
Mr. BTJRKE. I welcome you, Congressman Findley, to the committee. 

Although we are close personal friends, I kind of disagree with your 
testimony as you can understand. I believe you are acquainted with
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the town of Stoughton and the Brocton area. I think what you are say 
ing is what was said at the time the trade bill was put through the 
Congress and you are practically repeating everything that was said 
at that time.

Many of us bought that including myself and the shoe people and 
the textile people but it seems that our negotiators seem to be giving 
everything away and not asking anything in return and that is the big 
problem here today.

Now, how do we get around that? If Japan refuses to remove their 
trade barriers, and you are acquainted with those—the automobile 
parts—American producers cannot export those to Japan and we find 
these trade barriers all over the world but everybody seems to be ask 
ing us to keep giving away and not getting back something in return.

Don't you believe it is important to have a reciprocal trade policy ?
Mr. FINDLET. It does require reciprocity and I am not satisfied with 

the response Japan has made up to now. I think the record shows 
gestures on the part of Japan on soybeans. They have made an im 
portant move. This reduction from the present 10 percent rate to the 
new 6.5 percent rate will be effective sooner because of that and I un 
derstand that there is to be removal of the quotas on soybean meal at 
the end of the year.

There is still a duty on soybeans that I regret and this is simply 
an example of trade restrictions imposed by Japan so I hold no brief 
for lack of response but I do question the wisdom of the United States 
responding to this fact by getting into the trade barrier business on an 
expanded basis. We are the world's leading trade nation. If we take the 
route of protectionism, I am afraid this will lead the other nations to 
follow the same course and we would quickly have a stagnation in 
world commerce well beyond what exists today and this in turn could 
contribute to the same type of economic disaster that hit the world 
in the 1930's and I am sure none of us want to see that.

Mr. BURKE. The problem is these countries have a policy of protec 
tionism and they are not following the policy we have tried to put 
across. If they continue their protectionism and we continue a freer 
trade, this only contributes to a tremendous imbalance in trade. I be 
lieve you are acquainted with the economic facts of life as far as the 
imbalance in trade is concerned.

Since the trade bill was put through our imbalance of trade has 
dropped from $7 billion down to $1 billion. If you took out the eco 
nomic aid and the military aid and the other type of aid that we are 
sending overseas—we have actually an imbalance of trade right now— 
how long can this country stand up and have a drop of a billion dol 
lars a year on the imbalance of trade ?

By 1975 it is estimated the imbalance will total $3 to $5 billion. How 
is this country going to stand up economically under those conditions ?

Mr. FINDLET. We certainly do not go into trade negotiations with 
clean hands. Many of our products are highly protected including 
agricultural products.

This is brought to our attention always when we get involved with 
trade negotiations in other places. Our hands are not clean and neither 
are other countries.

The big example before us today is the type of example of leader-
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ship that the world's greatest trading nation will supply to the rest 
of the world.

Mr. BURKE. Do you believe, if these countries do not relent and do 
not remove their trade barriers, that we should eliminate the Ameri 
can selling price and allow further reductions of tariffs ?

Mr. FINDLEY. What we have to always seek is a balance between the 
interests of our industries and the interests of our consumers and the 
broader interests of our Nation in foreign policy matters.

While I do not come here as an expert, I am not convinced that there 
has been a sufficient case made for quotas on the items that are con 
tained in the bill even though these industries have not kept pace with 
U.S. consumption. I question whether sufficient cause has been estab 
lished to justify taking this very high risk of retaliatory quotas.

Mr. BURKE. I recognize you as one of the ablest Members of Con 
gress but I do say with 55 shoe factories closing in the past year, and 
77,000 people losing their jobs in the textile industry, and the condi 
tions seem to be getting worse, I think that we have to have a reap 
praisal of our trade policy.

I am for free trade as much as possible, but I cannot see how we can 
stand idly by and seeing all of these jobs exported overseas. We are 
liable to end up a Nation of service companies instead of having the 
great industrial strength that we had over the years.

We had the umbrella people here the other day. There are two 
remaining.

Over 50 of them having gone out and these two fellows testified 
last week and one of them expects to go out of business in 3 months. 
I asked what would be the effect after they are completely wiped out? 
They said the importers then would be able to raise their prices to 
the consumers.

I do not know what steps we are going to take. You do not seem to 
have the answers and the administration has not presented the answers. 
We are just faced with a real problem of losing all these industries 
and having nobody employed here in the country and who is going to 
buy the goods if no one is working—they will all be on welfare.

Mr. FINDLEY. I think the worker and firm adjustment provisions 
are good and this is the logical route to take and I would hope some 
consideration could be given to liberalization of the standards which 
have been ineffective today.

Mr. BURKE. Sixty-five percent of the workers pay will be paid by 
compensation for 52 weeks.

Take a town like Stoughton or a city like Brockton, if an individual 
worker is up around 55 years of age and he draws unemployment com 
pensation for 52 weeks, it is almost impossible to train that worker 
for some other job. Possibly it would take 1 or 2 years and then at 
the end of 52 weeks he goes on welfare. The cost to the taxpayers being 
asked for this type of a program which is ineffectual in my opinion— 
I know in my district once the defense work stops, we are going to be 
in an awful bind—I cannot see where the people are going to get jobs.

The electronics people testified yesterday here; Westinghouse, Ze 
nith, and most of them testified about the imports that were coming in.

Up in our area we were looking forward to the electronics industry 
to step in as sort of an economic cushion but now we are going to lose 
them. We have lost the textiles and the few that are left we are going
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Lo lose them. We lost the shoe factories and now we are losing the 
electronics firms and the sporting goods outfits have been wiped out.

We have one bicycle firm left in New England and they are about 
to close their doors unless some relief is granted so I cannot under 
stand where we are going to bring about a correction of the problem.

Unemployment is rising. The administration just raised the debt 
limit $18 billion. They have to go out and borrow $10 billion on the 
money market which means interest rates are going to be kited up 
further. They talk about adjustments. I do not know what they are 
going to do for these firms. They are going to make loans available 
for them at the going rate which is about 8.5 or 9 percent, I believe, 
in the commercial market, so I do not see what any hope industry 
has of getting any assistance or what realistic help the employee will 
receive.

That is why I differ with you, Congressman Findley. I admire you 
for the stand you have taken. I think it is a courageous stand in view 
of the fact that the Brown Shoe Co. in your district has written you 
cards and everything, but if everybody is unemployed, they will not 
even be able to buy the cheap shoes.

Where do we get the money to buy the goods if you are not work 
ing? You know the old saying, you work to make money to buy food 
to be strong to make money to buy food, so you can keep strong.

If that cycle is broken, we are in a rather impossible situation.
Mr. FINDLEY. If I may respond, in industries which have a rela 

tively high proportion of hand labor of a relatively low-skill level, 
those industries, I do not believe, have a very bright future in this 
country. But there are very few and I do not accept the conten 
tion that the shoe industry is necessarily going to stay in that category. 
The problem up to now has been the lack of uniformity in leather. 
As shoes go more and more to plastics where uniformity can be main 
tained, I forecast that automation will move in, move in swiftly and 
enable shoe factories to bring down the cost of production to compete 
effectively with imports from other countries.

When Henry Wallace, I believe, was Vice President in the late years 
of World War II, he forecast that our country's streets would be 
swarming with unemployed veterans of the war. He could not fore 
see where jobs would exist for the returning servicemen, and yet our 
technology has been flexible enough, responsive enough to turn out 
sufficient jobs. Tomorrow there will be jobs we have, not dreamed of 
today and I am sure that is going to continue to be 'the case.

This leaves a lot of problems for industry and people who are in 
volved in the adjustment process but the overall effect of it is pros 
perity and progress.

Mr. BURKE. In the course of testimony we have had here, we have 
been exporting all of that 'technology overseas, American investors are 
investing their money overseas and so they are transporting the jobs 
over there so technology today is worldwide and they tend to seek the 
market where the lowest wages are and then the goods seek the market 
where the lowest prices are which means we are going to transport our 
jobs, our industry and everything else and then they are going to try 
to sell it back to us.

Some place along the line they are all going to be tripped up because 
eventually there will be no buyers left over here to buy the importers' 
goods.
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With this quota bill, actually, it is not protectionism. It protects 
those foreign countries because it does not take one job away from 
them. It does not close one plant overseas. They are allowed the market 
they have right now and they are allowed to grow with the domestic 
market and that seems to be a reasonable approach. You cannot put 
that in the Smoot-Hawley class.

I am afraid if something is not done, Congress one of these days in 
a high gear of national emotionalism, will put through a bill which 
will make the Smoot-Hawley bill look rather mild in comparison to 
what Congress can do when they react to some of these things as you 
have seen them react lately.

Mr. FINDLEY. Yet, has not the testimony from the mink industry 
indicated what lies ahead if you propose relief for one or two isolated 
industries and do not take care of the rest of them ?

Mr. BURKE. The Tariff Commission just turned down the applica 
tion of, I believe, five firms up in Massachusetts on the shoe industry. 
They said there was no injury there but those people are without jobs. 
I do not know why they feel they were not injured. I think it was a 
3-to-3 decision.

I think we have to take a real look at this trade policy and we just 
cannot open the flood gates and let them flood their goods in there and 
let them continue holding their barriers against our goods.

Under the GATT agreement, we reduced the tariff on 6,000 items 
but they did very little. Right now some of the people who are part of 
the GATT agreement are violating some of the tariff regulations.

Mr. FINDLEY. Yet I think we can take comfort in the experience these 
six countries have had in the transitional years when they moved from 
six protected markets to one relatively free trade area.

There originally was a great disparity in wage rates between those 
markets and these were faced and adjustments occurred and now I 
think all parties are glad they went through the adjustment period.

It has not hurt the common market. It has really made the common 
market.

They have not completed their transition on agriculture but even in 
that difficult field where the prices had been very widespread from 
France to West Germany and Italy and so on, even that problem has 
been mastered.

I think we can go forward to less barriers of trade in the great inter 
national community of advanced nations and do it to the advantage of 
all.

Mr. BURKE. I do not want to argue with you but what we are faced 
with here is a competition from the Orient and places like Korea where 
they pay a woman 1 cents an hour and they pay a child 6 cents an hour 
and they work them 10 hours a day and they pay a man 10 cents an 
hour. Of course, this is ridiculous when American workers are aver 
aging at the lowest, around $2.60 an hour to compete with this type of 
wages.

Unless we can do something to bring their wages and working condi 
tions up, I do not see what the future of the United States is going to 
be as far as production is concerned.

I can see some rather bleak days ahead and I would rather hope we 
do not return to the days of Herbert Hoover when we had so many mil 
lions of Americans walking the streets unemployed, selling apples 
because there might not even be a market for the apples next time.
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Thank you, Mr. Chairman. That is all.
Mr. GIBBONS. Mr. Landrum.
Mr. LANDRUM. Mr. Findley, I have not had the opportunity to hear 

all of your discussion. I read your statement. I think I can appreciate 
your fundamental concern with the export of agriculture products to 
any of the countries, having come from an area where once all of our 
economy was based on agriculture and our entire attitude toward this 
trade with foreign nations was on a free-trade basis such as you have 
suggested in your statement here.

Nevertheless, we have moved into a time when our economy is some 
what more industrial than it once was. We find ourselves faced with 
imports manufactured at a considerably lower wage than we pay in 
this country or that our people can afford to work for in this country, 
and these imports are eating into our jobs.

In 1962, for example, Mr. Findley, the equivalent square yard im 
port from Japan was a little less than a billion yards. Today at the 
rate these imports are coming in, we will have absorbed by the end of 
this year about 4.1 billion equivalent square yards.

Now, that is textiles only. Last week North Carolina as I recall, 
reported 1,300 people out of work, not 1,300 people coming into the 
labor market and seeking work but 1,300 people in the textile field 
having lost their jobs because of the short workweek and shorter 
hours.

South Carolina, I believe, reported 1,000. That is 2,300 jobs. For 
my own State of Georgia, I do not have the figures, and I am trying 
to get them. I hope they are not quite as shocking as those.

I would ask you, Mr. Findley, just where would you have us turn 
to get jobs for these 2,300 people who are losing their jobs?

If we talk free trade to them and balance of trade, it does not 
make good sense. How are they going to pay their grocery bill?

Mr. FINDLET. That is an age-old question that we have wrestled 
with since the beginning of time. As long as we have advances in tech 
nology, I am sure it is going to confront us. It is the price of progress, 
I would say, which is a harsh price upon the person who is affected.

I think the answer is not to try to retard progress in trade and tech 
nology, but rather, to help the individual who is severely affected to 
adjust to changing conditions so he will have a sound base, a sound 
future in these changing times.

That is no immediate answer to 2,300 people who have been laid off 
in the textile industries in the South.

Mr. LANDRUM. 2,300.
Mr. FINDLEY. I might also say the cotton textile industry has not 

been neglected by the American taxpayers over the year. They 
are the principal reason why we have a cotton program which costs 
the taxpayers the equivalent of the value of the cotton crop.

Mr. LANDRUM. Mr. Findley, we are not talking about cotton or 
cotton production or cotton textiles so much here. We are talking about 
the importation of textile products.

Mr. FINDLET. Which may or may not be cotton.
Mr. LANDRUM. They may well be blends.
One other general statement and then I will pose a question. We 

will continue to deal with Japan. This yardage that is coming in in 
the textile field is manufactured at a top wage of 57 cents. Our average
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wage in the textile field today is $2.43. You can get all of the technology 
that you can produce at Cal-Tech, at MIT, and Georgia Tech and 
anything you might have up there in Illinois, or at Northwestern, 
and you are not going to find much technology that can compensate 
for an hourly wage difference of about $1.86. It just does not exist.

So, I want to ask you this. We do not propose by this legislation 
to exclude Japan's or any other country's exports to our market. All 
that we seek to do is to have them accept an orderly annual increase 
in imports to us based on our growth.

For example, we have asked to roll back several years but let us 
assume we could just get back to 1967 or 1968 and allow an annual 
increase of 5 to 7 percent.

Now, here comes my question: Would it not be more nearly com 
plete free trade under an arrangement that would allow a stabilized 
amount of a given product to be imported than it would be to try to 
erect a tariff barrier in the first place to keep it out? I do not want 
to do that and I am sure you do not want to do that because your 
statement indicates it. If we legislate quotas, are we not getting a 
little closer to free trade in these modern times than we have ever 
been before?

I believe it may be time for us to reassess what we mean by "free 
trade." I wondered if the gentleman had any comment in that regard?

Mr. FINDLEY. I think this is the first time I have heard it suggested 
that quotas would be a step toward free trade. I would like to ponder 
that a bit, but my first'reaction is that quite the contrary would be the 
case because they are intended to be a limitation on trade volume and 
would be so regarded by the other parties.

I have heard also that the effect of the quota bill now before this 
committee would be to make a rather substantial percentage increase 
in the cost of apparel for the American consumer.

While there have been hardships visited upon these many people 
from the affected industries here, I think the overall interest of the 
American consumer has to be given consideration. What we need is 
a balance. If we do have an industry that requires an interim protec 
tion, I feel the uniform tariff approach is to be preferred over the 
quota approach.

The quota approach by its very nature is discriminatory whereas 
a tariff gives all nations access to the uniform barrier of our pro 
tected market.

Mr. LANDRTJM. What is the gentleman's view of the purpose of 
tariff? Why do we use a tariff? Is it to let goods come in or keep 
them out?

Mr. FINDLEY. I believe it was originated as nearly the exclusive 
means of raising revenue for the Federal Government. It since has 
been changed radically. I am sure it is used partly for revenue purposes 
but more so for protection.

In my proposal that we try to advance toward free trade, I would 
not want to leave the impression that I would like to see this all done 
in one step, in one short period of time.

Mr. LANDRUM. Is the gentleman aware of what happened in the 
Common Market in the export of poultry ?

Mr. FINDLEY. The criticism I have of the Common Market is the 
heavy protective barrier it has assumed.

46-127 O—70—pt. 11———6
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Perhaps the organizers did not foresee this. It is something we have 
to constantly battle against. I do not rejoice in that. I regret that very 
much.

Mr. LANDRUM. Keally, the meaning we attach to a tariff here is not a 
revenue. It is to regulate the flow of commerce between nations. The 
specific purpose in the case of the common market countries is to keep 
us out with our 'poultry.

Mr. FINDLEY. That is correct.
Mr. LANDRTJM. We might find some merit in a provision that would 

allow a stated amount stabilized over the years on a product coming 
in that was competing with our domestic economy to the point of cost 
ing us jobs.

The national interest, the national security as I view it is made up of 
several things—of sound civilian economy, a strong military complex 
and, of course, a strong social structure with it.

I think that, as far as the contribution to national security is con 
cerned, I think the three are inseparable. So, we challenge our national 
security when do anything that increases unemployment. We put it in 
jeopardy when we do anything that will continue to cause a rise in 
unemployment. Obviously, any person must recognize we cannot con 
tinue through technological understanding alone to compete with 
equally good technology in the textile field at a wage differential of 
$1.86 an hour.

Mr. FINDLEY. I was intrigued with one of the proposals of Tom 
Curtis, one of your colleagues a few years past. He advocated a tariff 
which would be variable according to wage rates of firms with whom 
business would be done. I proposed the same type of arrangement on 
our sugar act as one means of reforming that.

We certainly have to recognize the difference in wage levels.
Mr. LANDRTJM. Thank you.
Mr. GIBBONS. Mr. Pettis?
Mr. PETTIS. No questions.
Mr. GIBBONS. Thank vou for your very fine contribution here today.
Our colleague from the State of Idaho, the Honorable Orval Han- 

sen, will present testimony today. If you will come forward, we will 
be glad to hear your statement.

STATEMENT OF HON. ORVAL HANSEN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IDAHO

Mr. HANSEN. Mr. Chairman and distinguished members of the 
committee. I am grateful for this opportunity to present this state 
ment in support of the many bills, including my own, which would 
amend the tariff schedules with respect to the rate of duty on whole 
skins of mink which are imported into the United States.

For almost four decades the United States has been, I believe cor 
rectly, the enthusiastic champion of a free trade policy, which most 
economists agree has been a prime stimulant to the booming economies 
of the free world. The economic growth rates of those nations who 
espouse free trade policies is testimony to the success of this policy. 
Certainly the U.S. overall trade surplus in the last two decades mili 
tates against an abandonment of free trade principles, and I personal 
ly want to commend President Nixon and Secretary of Commerce
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Stans in their efforts to secure voluntary agreements with America's 
trading partners.

However, within the broad framework of this successful economic 
policy, the fact remains that in respect to certain categories of goods 
the United States has become the dumping grounds for commodities 
on which no quota is imposed, and, as the distinguished members of 
the committee are well aware, the United States is incurring serious 
trade deficits in certain categories such as steel, textiles, and footwear 
articles. Although many Members of Congress are reluctant to resort 
to a legislative solution, we cannot remain aloof from the fact that 
many of our industries are being forced put of business awaiting 
solution by voluntary means on the executive level.

One of the lesser known victims of unrestricted import policies is 
that of the mink rancher. Because of the absence of any quota on the 
importation of mink pelts and because of a recent flood of mink 
imports from the Scandinavian countries, the auction prices of domes 
tic mink production have fallen far below the cost of production.

In his statement before your committee last month Mr. David W. 
Henderson, executive secretary of the National Board of Fur Farm 
Organizations, outlined the history of mink imports, and he docu 
mented the disaster which has befallen the domestic mink farmers. 
In Franklin County, Idaho, for example, where mink ranching has 
for years been the second largest contributor to the economy, the 
normal production cost per mink pelt is $10. Becaue of the declining 
auction prices, the average price has declined from a 1961 level of 
$22 per pelt to a 1970 price of $9. Many of our Idaho ranchers, there 
fore, have had to kill and bury mink because they are not receiving 
production costs. Gentlemen, 70 percent of the mink ranchers in 
Franklin County, Idaho are the family type farms, and they are, to 
put it bluntly, going broke. This is not. an idle statement as the number 
of mink ranchers in this country has been reduced from 7,200 in 1962 
to less than 2,000 in 1970.

But it is not my intention to unnecessarily repeat those facts which 
have previously been submitted to this distinguished committee. As 
these facts are on record, I merely want to urge that this committee 
and Congress adopt a reasonable basis for the importation of mink 
pelts. There recently have been proposed two different standards 
for import limitations. One measure, such as my bill H.R. 17745, 
would restrict imports to 30 percent of the previous year's domestic 
consumption; the other measure would restrict it to 40 percent. Because 
of the seriousness of the current plight of the mink ranchers, I am 
convinced that the 30-percent figure is the more reasonable basis, so 
that the ranchers can have more flexibility during which time they 
could rebuild their working capital. Also, this additional 10-percent 
limitation would presumably encourage those ranchers who have 
gone out of production, but who have not yet disposed of their fixed 
facilities, to start over and hopefully salvage part of their investment. 
However, if after your careful deliberation the committee decides 
that 40-percent is the more reasonable figure then that, too, would 
undoubtedly give the mink rancher a chance of economic survival.

I am positive, though, that we do need some ceiling on mink imports 
which, while allowing for imports on a reasonable basis, will permit the
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imports to grow with our domestic economy, but deny them license 
to destroy our own production.

Thank you for granting me the privilege of submitting my views 
on this most important subject.

Mr. GIBBONS. Are there any questions? I hear none. Thank you for 
appearing today.

Our next witness will be Mr. James R. Sharp and Mr. Hessel. Would 
you please come forward and identify yourselves for the record, please.

STATEMENTS OF JAMES R. SHARP, WASHINGTON COUNCIL, AMERI 
CAN PUR MERCHANTS' ASSOCIATION, INC., AND B. H. HESSEL, 
CHAIRMAN, FOREIGN TRADE COMMITTEE; ACCOMPANIED BY 
EUGENE DREISIN, COCHAIRMAN

Mr. SHARP. I am James R. Sharp, an attorney with offices at 1108 
16th Street NW., Washington, D.C. I appear here today as Washing 
ton counsel for the American Fur Merchants' Association, Inc. This is 
the largest association of fur dealers in the United States, having some 
200 active members whose businesses are largely in the Metropolitan 
New York area.

SUMMARY
The American Fur Merchants' Association, Inc., representing the majority of 

the dealers in mink furskins, states that it is joined by the entire Fur Industry 
in the United States, excluding only the National Board of Fur Farm Orga 
nizations which represents the U.S. mink ranchers, in vigorously opposing all 
legislation which would impose either quotas or duties on raw or dressed mink 
furskins. The representatives of the fur industry place emphasis on the following 
facts in support of their opposition to quotas and duties on mink skins:

1. Imports have decreased more than 50% in the last three to four years— 
a situation which negates any requirement for legislative relief.

2. On two recent occasions, the last only two years ago, the Tariff Commis 
sion, after an exhaustive study, found no 'basis for the U.S. mink ranchers' claim 
that imports were the cause of the depressed price structure which was causing 
problems in the U.S. mink industry.

3. The U.S. ranchers have applied to the Tariff Commission for import quotas 
but never for adjustment assistance, which may well solve their problems.

4. A new Trade Act will undoubtedly be adopted by the Congress this year 
which will relax the rules under which adjustment assistance and escape clause 
relief may be granted.

5. Tie U.S. mink ranchers should be required to apply for relief under the 
about to be adopted legislation before the Ways and Means Committee takes 
the drastic step of adopting legislative relief.

6. Legislative quotas are impossible to establish and administer in an industry 
such as this involving volatile changes in economics, fashion and style.

7. The Congressionally adopted embargo of 1951 on seven Russian fur skins has 
already placed an unreasonable and unjustified limitation on the raw material 
available from foreign sources to the U.S. fur manufacturers and labor force. 
A further limitation in the form of embargo rate duties or quotas on mink skins 
would result in the demise of the United States Fur Industry as the major fur 
center of the world.

Since ranch raised mink skins make up the vast bulk of the products 
dealt in by the members of this association, its members would be 
vitally affected by any legislation which would limit the supply of 
such furs to the U.S. fur industry from either domestic or foreign 
sources. I am authorized to say that this association is joined by the 
entire fur industry in opposing the mink quota and duty bills now 
pending before this committee. This opposition includes the dealers'
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and brokers' associations, the two manufacturers associations, the fur 
processors, and the union representing the entire labor force in the 
industry.

There are some 47 bills pending before this committee which could 
seriously limit the supply of mink skins now available to U.S. fur 
dealers and brokers and, though through them, to the U.S. fur gar 
ment manufacturers and their labor force.

We should like to present our testimony in opposition to such legis 
lation in three phases. I will first briefly outline the proposals now 
before you which deal directly and indirectly with the tariff treatment 
of mink skins. Mr. Hans Hessel, a man with vast experience in the 
fur industry whose advice and counsel in the marketing and selling 
of this product is widely sought, will then describe the production and 
selling phases, and the havoc which would be wrought in the mink 
markets of the world should restrictive legislation be adopted in the 
United States. I will finally pick up the story and summarize the facts 
which demonstrate the lack of merit in the proposed legislative quotas 
on the imports and the lack of need for duties on the product.

Kaw mink skins, like almost all furs, have historically been free 
of duty. They were bound duty free under an international agree 
ment effective January 1,1936. To protect the U.S. labor force engaged 
in processing raw skins there is a modest duty, now at the level of 
3.5 percent ad valorem, applicable to dressed mink skins not dyed
—124.25 TSUS—and 5.5 percent on dressed skins dyed—124.65 TSUS. 
The bulk of imports, approximately 98 percent, are raw skins.

Most of the bills pending before this committee would not change 
the duty status of this commodity in relation to entries not in excess 
of 40 percent of the estimated annual U.S. consumption of such skins.

The majority of the bills, however, would, if adopted, place a pro 
hibitive duty of 50 percent ad valorem—for all practical purposes an 
embargo—on imports which exceed 40 percent of estimated consump 
tion. Three of the bills now pending would place the embargo level 
duty on imports to the extent they exceeded 30 percent of estimated 
domestic consumption.

One bill, H.E. 17108, introduced by Eepresentative Ancher Nelsen 
on June 4, 1970, is a copy of the Mills textile and footwear bill H.R. 
16920 with an added section which would place a quota on mink skins 
equal to the average imports in a 1959-60 base period. Another bill, 
H.R. 17423, would simply enact a prohibitive duty rate; i.e., $3 per 
skin minimum with a permissible $5 per skin escape clause maximum 
on all raw skins and a 25 percent ad valorem minimum duty rate
—a 50-percent escape clause maximum rate—on all dressed skin im 
ports. This rate, too, is an embargo rate for all practical purposes. 
In addition to these bills which are specifically designed to control 
the quantities of mink skins available to the U.S. fur trade, there are 
the so-called orderly marketing bills, the formula which would un 
doubtedly limit the importation of mink skins.

The American Fur Merchants' Association and the entire fur in 
dustry with the exception of the U.S. ranchers vigorously oppose all 
of these bills, those which would impose direct controls and those 
which would indirectly do so by the formula route. I would now like 
to turn the testimony over to Mr. Hessel for the second phase.
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STATEMENT OF B. H. HESSEL

Mr. HESSEL. I am B. H. Hessel. I have been in the fur business since 
1921 and on my own account since 1928.1 am a broker doing business 
under the name of B. H. Hessel & Co., Inc., at 145 West 30th Street, 
New York, N.Y. In addition, I am the president of the Scandinavian 
Fur Agency, Inc., a New York corporation, n. vice president of the 
American Fur Merchants Association, Inc., of New York, and chair 
man of the Foreign Trade Committee of that organization.

As Mr. Sharp has suggested, I would like to briefly acquaint you 
with the ranch mink producing and marketing industries in the United 
States and abroad so you can better understand the facts from which 
we in the fur trade conclude that the adoption of any of the proposed 
mink bills pending before you would cause the rapid demise of the 
fur industry in the United States and create a completely chaotic 
condition in all mink auctions in the world including those in the 
United States.

Let me give you a bit of background. The vast majority, at least 
95 percent, of all mink skins are ranch raised.

The annual world crop of ranch-raised mink is now approximately 
23 million skins. In 1950 it was under 5 million. Eanch operations are 
conducted largely in the northern half of the States.

The bulk of the remainder of the world crop originates in Canada, 
the four Scandinavian countries, and, to a more limited extent, in 
England, Ireland, and Holland.

In the meantime, the U.S. industry has not produced a crop adequate 
to supply domestic demand, particularly for the commercial grades 
used largely in the trimming trade where no fur is used unless it is 
inexpensive fur and where competition among various types of furs 
is much greater than in the industry producing complete fur garments. 
According to the Tariff Commission's 1968 report—

Most of the fur skins exported to the United States were of the commercial and 
low grades; they consisted principally of female fur skins, which were smaller 
and hence lower in unit value than the male fur skins of comparable quality. 
* * * most domestic fur skins also fall within the commercial grade. * * * The 
bulk of the imported fur skins are used to trim cloth coats or are made up into 
medium- to low-priced fur garments (p. 52).

The total number of mink ranchers is now believed to be around 
2,500. The Tariff Commission commented in 1968, page 24:

The number of ranchers has declined in recent years but the aggregate opera 
tions of those remaining have expanded, consistent with the trend prevailing in 
other farm enterprises.

At page 4 of the supplement, the Tariff Commission issued to its 
report explaining its method for arriving at much of its statistical in 
formation, the Commission found that mink ranchers in business dur 
ing the period 1963 through the first 9 months of 1967 were approxi 
mately as follows:

Group No.

1  .......
2..... ....
3.... ..
4...
5.... ...

Number of pelts per rancher

..... 20,000 or more
.---..... 10,0001019,999.
......... 5,000 to 9,999....... ....
......... 1,000 to 4,999.
........ 1 to 999. .

Total number Percent of Percent of 
of ranchers total ranchers U.S. output

....... 13
........ 46 ......
........ 186

1 1Q1

....... 1.643

-2 ......

6 
42 
50

17 
20 
51 
12
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The Commission stated in its report at page 23:
A mink ranch is not generally considered to be a so-called commercial opera 

tion unless it has at least 250 female breeders and an annual output of at least 
1,000 fur skins.

Breeding takes place fairly uniformly throughout the world in late 
March and early April. The kits are born in May, the crop is har 
vested in November and the skins marketed from December each year 
generally through May with some poorer grade skins being offered in 
the remaining months through October.

The bulk of the annual world crop of ranch-raised mink skins is sold 
at public auction held at various points in the world. The Tariff Com 
mission found in 1968 that 93 percent of U.S. production was sold 
through the auction houses. The major auctions in the United States 
are conducted by three companies, the Hudson Bay Company, the New 
York Auction Co. in New York, and Minneapolis and Seattle Fur 
Auctions Exchange in Seattle. All of these auction companies are pri 
vate businesses independent of the ranchers except for the fact they 
provide financing for ranchers and thus compete in order to capture 
the resulting crops for sale at auction time.

The system is quite different in the Scandinavian countries whose 
combined production now leads the world. In each of the Scandinavian 
countries the mink ranchers are members of cooperative associations 
which are owned by the ranchers. In turn, the ranchers' cooperatives 
own the auction houses. The four auction houses work in close coopera 
tion with each other and operate at cost, leaving the entire profit in 
the mink ranching and marketing operations in Scandinavia for the 
benefit of the farmers.

As time is limited I will state concisely why not just the dealers 
and brokers, but the entire industry is opposed to quotas and duties 
on raw minks.

(a) Eaw minks are an international commodity sold almost 100 per 
cent at public auctions in the United States, Canada, and Europe. 
These auctions are attended by large numbers of buyers from all coun 
tries in the world? including the United States. Prices are established 
by competitive bidding. Equal quantities and sizes of an identical 
color sold at the same relative time of year but in different countries 
will bring equal prices—less consideration for shipping, insurance, 
and so forth, expense, regardless of whether the auction is held in 
Canada, England, the United States, or Scandinavia.

(b) Prices of mink skins are subject to frequent and volatile fluctua 
tions due to changes in economic conditions, styles, and fashion.

(<?) Mink skins produced abroad are not shipped to the United 
States by foreign producers, to be sold after arrival in the United 
States. Instead they are almost exclusively purchased by U.S. firms 
at public auctions abroad and then imported for use in the U.S. fur 
trade. In other words, the Scandinavians and other producing coun 
tries do not bring their skins over here to the United States and sell 
them here. They raise them in Scandinavia and auction them off in 
Scandinavia. U.S. imports consist solely of skins bought in foreign 
auctions by U.S. dealers, brokers, and manufacturers who choose to 
go abroad to compete with foreign buyers in order to fill the needs of 
the U.S. fur trade.

(d) As the Tariff Commission clearly found in 1968, imports do 
not replace domestic production, but instead supplement the require-
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ments of the U.S. fur industry. Importers generally concentrate on 
types which are either unobtainable or obtainable only in limited quan 
tities from U.S. producers.

(e) Without imports, the majority of the U.S. public could not be 
supplied with its requirements in mink either as to quantities or quali 
ties.

That the entire fur industry in the United States including the 
fanners, has in some years operated at a loss, cannot be disputed. The 
U.S. mink producer has indeed had a few very difficult years, particu 
larly lately. The ranchers and many of the dealers, brokers, and manu 
facturers are suffering the same crunch in this current 1969-1970 sell 
ing season as they suffered just 3 years ago. The Tariff Commission 
reports on two occasions, the Last in 1968, have established that it was 
not imports or increased imports which results in unsatisfactory mar 
ket prices for ranch-raised minks.

Despite this, the domestic producers continue to delude themselves 
by the belief that a quota and/or a duty will solve their problems.

Now, let us analyze how the world marketing of ranch minks would 
operate on the adoption of an import quota. Here, again, we must first 
recognize certain facts:

1. The main marketing period for minks is and always has been 
from December to May the following year.

2. Most producers operate on limited capital. They must guess what 
colors of minks to raise for future marketing and must receive cash 
for the crop to pay accumulated costs of operation. The auction houses 
do a large part of the financing of the ranchers and they want to liqui 
date their advances to the producers as rapidly as possible. This is so 
because by March and April there are demands on them for advances 
on the new crop.

3. Dealers and manufacturers normally reduce their inventories 
toward the end of the marketing season in order to clear the decks for 
the new crop coming up in December and January and for the follow 
ing additional reasons:

(a) Fiscal years in this trade normally end in November to 
January at which time inventories are kept low and cash is at a 
maximum.

(6) At the same time there is a desire to replenish inventories 
with fresh minks, for experience has taught us that carried-over 
skins automatically are worth less than fresh skins. 

For these among other reasons, a quota could not be stretched over 
12 months at fixed percentages for months or quarters. Even in the 
short marketing period of December to May, the best rounded-out col 
lections are offered only in January through March. 

If there is a quota, what will happen ?
(a) Producers all over the world will offer large quantities for sale

as early as possible in order to dispose of their crops at a time before
the quota is filled when U.S. buyers are bidding in the foreign auctions.

(&) U.S. Buyers will make commitments abroad as early as possible
so they can get their skins in under the quota.

(o) It is also possible that European buyers would limit their pur 
chases until U.S. buyers have filled the quota after which prices in 
European auctions would be expected to recede.

From these facts one familiar with operations in the auction markets 
could readily conclude that, if a quota is adopted, abnormal price levels 
will prevail in most auctions. They would be abnormal early in the year
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because of the rush to get goods in under the quota early in the mar 
keting season, while at the same time farmers with tight credit were 
trying to get cash out of their crops to pay their bills. They would 
be abnormal in the later auctions (a) because of the absence of compe 
tition from U.S. buyers in the foreign auctions and (b) because of 
the monopoly U.S. skins would enjoy in the U.S. fur market after the 
quota was filled.

Under all but two of the mink bills the Secretary of Agriculture is 
required to estimate before the end of each year the level which do 
mestic consumption of mink will reach in the following year. Gentle 
men, that is an impossible task. For years the fur trade has been try 
ing to make such estimates in advance and it has failed miserably. 
Rapid changes in fashions and economic conditions here and abroad 
have made estimates of probable consumption a year ahead almost 
impossible. The Tariff Commission said in its 1968 study, page 19, 
that—

* * * probably the primary determinant of the demand for specific furs is 
style or fashion.
What Secretary of Agriculture could have guessed last December 
that midi and maxi fur garments would be the rage this year, and that 
the number of pelts consumed would, therefore substantially increase 
because of the larger number of skins needed in the manufacture of 
more sizable garments? And in 1965 what Secretary of Agriculture 
could have predicted the advent and popularity of the mini fur gar 
ments which took the market by storm in 1966 ? Even the fashion ex 
perts were slow to guess that one.

If the Secretary's guess for a particular year was too low, an ab 
normally high price structure would develop in U.S. auctions. An 
abnormally low one would prevail in the foreign auctions after the 
quota was filled.

As the Tariff Commission pointed out in its 1968 study, page 19:
The purchase of mink garments is usually postponable and it is known that 

the prices of furs change frequently; hence price and income expectations play 
an important role in the demand for mink furskins.

As proof of the difficulty of making estimates of even the produc 
tion of American mink, much less of consumption, I would like to 
call your attention to the chart attached to our written statement. 
This chart was prepared by the U.S. Tariff Commission and included 
in the addendum to its 1968 report. The National Board of Fur 
Farm Organizations estimated in the 1967 hearings that their pro 
duction in 1967 was 9 million skins. The Tariff Commission, after an 
exhaustive investigation, came to the conclusion that that figure was 
completely misleading and found the actual production was only 
around 6 million skins—an error of SS 1/^ percent. Having found this 
gross error, the Commission checked back and found that the official 
annual estimates of production made by the National Board dating 
back to 1954 were overestimated every single year by 20 percent to 
34 percent.

Now, if the ranchers themselves are unable to estimate their own 
production of mink, how is it possible for a Secretary of Agriculture 
to estimate the probable consumption for any following year?

In any event, erroneous estimates, when added to the disruptive 
effect of a quota on the normal operation of the law of supply and 
demand, would lead to volatile abnormalities in the price structures
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of every auction in the world in which minks are sold. A domestic 
market level higher than that prevailing in the world markets else 
where would undoubtedly develop. If so, the results would bfl--

A. A decline of export of U.S. minks.
B. A decline of export of mink garments.
C. A decline in the consumption of minks domestically.
D. An increase of the purchase of mink garments abroad by U.S. 

citizens.
E. An increase in the imports of mink garments for sale at retail 

in the United States.
However you look at it, a quota and/or duty on raw minks will not 

bring stability to the mink industry. Just the opposite. It will create 
instability which will immediately harm the fur industry as a whole 
and eventually equally harm the domestic producers. The solutions 
to the farmers' problems lie elsewhere. They certainly have nothing to 
do with imports.

We, in the fur industry believe that a solution to the farmers' prob 
lems—and they do currently have problems—should be found to pre 
serve the domestic source of supply of substantial quantities of high 
quality mink pelts. But we think the solution does not lie in the 
establishment of artificial limitations on where and how many raw 
pelts the U.S. fur industry can buy in the world markets abroad. 
Instead, we believe it may lie in temporary adjustment assistance until 
the economic system again dictates profitable levels of pelt prices. And 
it may also lie in the solution proposed on June 3 by Senator Moss 
under his bill S. 3921. He proposed emergency loans for mink farmers 
under a proposed amendment to title C of the Consolidated Farmers 
Home Administration Act of 1961 which presently authorizes emer 
gency loans to farmer and ranchers who have suffered severe losses 
caused by natural disasters.

If we are to control inflation we must preserve competition in the 
marketplace. It is therefore important not only to the fur trade but to 
the consumers and to national policy that we preserve both imports 
and domestic production of mink pelts. We urge you, therefore, to 
aid the farmers in finding other means than duties and quotas to solve 
their problems.

At this point, I would like to turn the testimony back to Mr. Sharp.
Mr. SHARP. May I say, Mr. Chairman, that it is difficult to justify 

wasting the time of this committee on matters properly within the 
jurisdiction of the U.S. Tariff Commission. Twice now, the last time 
in April 1968 the Commission found that imports were not the 
cause of the occasional unprofitability of mink ranching in the United 
States—-and the record shows it is only occasional, not constant un 
profitability, that has been experienced. The farmers could not prove 
to the Commission and the Commission could not find as a result of 
its extensive investigation, that imports were the cause of the ranchers' 
problems. So, political pressures are being substituted here in Congress 
for facts.

As Mr. Hessel says, it may well be the mink ranchers could qualify 
for adjustment assistance, and if so, they should have it. It would per 
haps be difficult for them to qualify under the present law for imports 
were not shown to have contributed substantially to the domestic 
ranchers' plight in either 1957-58 or 1966-67, the periods imme 
diately preceding the Commission's two investigations. However, the
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President has proposed, and wide support has been expressed in these 
hearings for a revision of the present tests for eligibility for escape 
clause and adjustment assistance relief to industries aifected by 
imports.

But the ranchers have never applied for adjustment assistance— 
even under the present law. For over 10 years now they have demanded 
quotas or nothing, that is, a semimonopoly or nothing. If, in these 
hearings or in the committee's subsequent deliberations, you should 
conclude that the Tariff Commission made a mistake, I would expect 
the committee to take action. But that action should be to request 
the Tariff Commission to conduct a new investigation, giving more 
adequate and up-to-date consideration to certain factors. That action 
could also include the reporting out of a new trade bill relaxing the 
tests for escape clause relief and adjustment assistance. If such leg 
islation is enacted it will make it possible for the ranchers to again 
place their case before a factfinding and relief recommending body 
under relaxed tests for relief which could give detailed rather 
than momentary consideration to the merits of the ranchers' pleas 
in light of the newly relaxed tests involved and the facts as they have 
and will develop. But that is the most you can and should do. You 
should not make this committee the court of appeals of Tariff Com 
mission decisions.

These hearings on tariffs and trade involve a multitude of problems. 
If you legislate quotas after a 1-hour hearing before this committee, 
it would be a disservice to the public and a slap in the face to the 
Tariff Commission.

Imports of mink skins do not fall in the category of "special situa 
tions" relating to textiles and shoes. A few statistics demonstrate that 
the depressed condition of the U.S. mink market is not brought about 
by increased imports or imports of whatever volume they may be. 
There is attached to our written brief a schedule of statistics provided 
by the U.S. Bureau of Census. It shows that imports have been in a 
steady decline for 3 straight years—not a small decline but a really 
drastic and dramatic one. It shows that in the first 5 months of the cur 
rent marketing season imports are 54.71 percent below the level for 
that period 4 years ago, 54.84 percent below the level for 3 years ago, 
46.35 percent below the level 2 years ago and 38.34 percent below the 
level 1 year ago. Do those satistics sound like a "special situation" re 
quiring urgent action to stop a "flood" of imports? The schedule shows 
that in the first 5 months of the marketing season 1965-66 and in 
the same period in 1966-67 imports stood at a level of around 3.7 mil 
lion. Last year they stood at 2.7 million and this year at 1.7 million. 
Does that sound like a "special situation" requiring legislative quota 
measures ? The schedule shows that in calendar year 1966 imports of 
raw and dressed mink were 5.69 million and in 1967 5.42 million, these 
being the last 2 years considered by the Tariff Commission in its April, 
1968 report when it found imports were not the cause of the domestic 
ranchers' problems. In calendar 1968 imports of raw and dressed mink 
dropped to 4.78 million and last year, in 1969, to 3.68 million—2 
million skins less than in 1966. Does that sound like imports are flood 
ing the U.S. market?

Now as to market prices. This year the ranchers are experiencing the 
lowest price levels since the year 1966-67 which led to the last com 
plaint of the ranchers to the Tariff Commission. But with imports in
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the current marketing season 1969-70 numbering less than one-half 
of the level of 1966-67 there can be no validity to the effort to blame 
this year's unprofitable prices on the level of imports.

The fact is that, while the ranchers are having a tough time, it is 
the shortage of disposable income which now, as in the past, has 
largely caused troubles in this luxury industry.

Since the Commission completed its last investigation in April, 
1968 the ranchers here and abroad experienced a fair season pricewise 
for the remainder of 1968 and another fair year in the marketing sea 
son December 1968-69. Women's Wear Daily, reported on August 26, 
1969, that the national board reported an average per pelt figure of 
$16.32 realized at auction for the year, an increase of 9 percent over 
the 1967-68 crop. As to dark minks, the national board, in August, 
1969, reported realization of an average of $20.62 per pelt—an advance 
of 20.5 percent over the previous year.

However, the situation changed rapidly toward the end of 1969. 
This time the price break came in the U.S. market. The stock market, 
tight money and the dwindling supply of disposable income had the 
usual effect on all furs just as had occurred in 1966-67. The depres 
sion in this industry developed rapidly as the 1969 crop came on the 
market.

Mr. GIBBONS. Gentlemen, we will have to recess now until 2 o'clock.
(Whereupon, at 12:40 p.m. the committee recessed until 2 p.m.)

AFTER EECESS

(The committee reconvened at 2 p.m., Hon. Al Ullman presiding.) 
Mr. ULLMAN. The committee will be in order.

STATEMENTS OF JAMES E. SHARP, WASHINGTON COUNSEL, AMERI 
CAN FUR MERCHANTS ASSOCIATION; B. H. HESSEL, MEMBER, 
FOREIGN TRADE COMMITTEE; ACCOMPANIED BY ETJGENE 
DREISIN, COCHAIRMAN—Resumed

Mr. ULLMAN. We will be happy to have you complete your testi 
mony at this time.

Mr. SHARP. Thank you, Mr. Chairman.
I would like to introduce the gentleman to my right, Mr. Eugene 

Dreisin, former President of the Fur Merchants Association of New 
York City.

At the end of the morning session, I had briefly reviewed the fact 
that the prices of mink pelts in the two seasons prior to the current 
season had been at a relatively satisfactory level.

I started to describe the break in the market which occurred toward 
the end of 1969. As I stated, the situation changed rapidly toward the 
end of 1969. '

This time, the price break came in the U.S. market, in the auctions 
here. The stock market, tight money and the dwindling supply of dis 
posable income had the usual effect on all furs just the same as had 
occurred in 1966-67.

The depression in the industry developed rapidly as the 1969 crop 
came on the market. But, as usual, it was not just mink that was in 
trouble. As before, when disposable income dropped, all luxury goods
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quickly reflected the economic slowdown and sales and prices both 
drastically lowered. Mink pelt values of imports are down 20.15 per 
cent this year from last year and 3.6 percent from 2 years ago. Equal 
declines have been experienced this year by the domestic ranchers, 
and other skin prices are equally affected. Alaska Seal, an item which 
has no foreign competition in this country, was down 231^ percent in 
April 1970, compared to the prices a year ago—April 1969 average 
$104.65 as compared with April 1970, $79.67. And so it goes with all 
other furs. The experience in the market has been comparable with 
that of mink.

And—as in 1966-67—the depression is reflected in all mink markets 
in the world, not just in the United States where the economy is being 
slowed. Germany remains the No. 2 consumer of minks and remains 
prosperous. Yet, the German buyers' prices this year are reduced to 
the level in the United States by the depressed condition existing on the 
U.S. market.

And may I say, it is not just the ranchers who have been affected by 
the depressed situation I have described. It is the entire fur industry, 
particularly those who had on hand, this year, pelts bought at last 
year's much higher prices.

May I point out another incongruity in the plea of the mink 
ranchers. While they demand legislative restrictions on imports, they 
suffer no restrictions on the sale of the U.S. skins or fur garments 
anywhere in the world. Kaw skins are generally duty free in all 
countries. Last year, some U.S. ranchers, for the first time, offered and 
successfully sold some of their pelts in a European auction. As a result, 
U.S. exports, both raw and dressed, increased substantially over the 
prior year. Total raw and dressed pelts exported December 1968 
through April 1969 were 742,800 and from December 1969 through 
April 1970, 1,061,200, an increase of 43 percent. And, it should be 
noted, in 1969, the U.S. ranchers' exports of over 1.5 million pelts 
amounted to approximately one-third of total 1969 estimated produc 
tion.

The export of fur garments by the U.S. fur trade also increased 
from 2.7 million in 1967 to 3.5 million in 1969, an increase of close to 
30 percent.

Surely the domestic ranchers and the members of this committee 
must know that if the U.S. Congress starts a trade war on mink skins, 
U.S. exports of skins and garments will suffer, for lower prices will 
prevail in Europe for both skins and garments and European buyers 
will not be attracted by the higher prices on the U.S. market, should 
they develop, as the domestic ranchers hope and intend they would. 
Furthermore, the European countries could well retaliate against 
U.S. restrictions by adopting restrictions intended to reduce U.S. pelt 
exports to European countries.

To summarize, the reasons why you should 'Cake no action on the 
mink bills pending before you are:

1. Imports are less than one-half of what they were 3 to 4 years ago 
and have decreased every one of the last 3 years. This is not a situa 
tion requiring legislative relief.

2. The Tariff Commission as recently as 2 years ago found imports 
were not causing the ranchers' problems. If you believe the situation 
has changed long range since 1968, you should send the matter back 
to the Tariff Commission for more up-to-date consideration.
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3. The Tariff Commission, not this committee, is the forum in which 
the ranchers' problems should be resolved under rules uniformly ap 
plicable to all industries.

4. The ranchers have never applied to the Tariff Commission for 
adjustment assistance, one of the two forms of available help to in 
dustries claiming to be injured by imports. New and relaxed rules for 
providing such assistance are soon to be adopted by the Congress and 
the ranchers should be required to test the application of those rules 
to their situation before again resorting to the usual route of legislative 
action.

5. The sole reason for action by this committee now would be the 
political pressures which have been and are being applied by the 
ranchers. This committee should legislate only in areas where there 
is a demonstrated need for relief from increased imports—relief which 
for unusual reasons cannot be obtained in administrative forums.

It should not legislate by reason of the application of uncommonly 
excessive political pressures, particularly in a situation like the one 
here in which imports have dramatically reduced for Sy2 years.

6. Quotas are impossible to administer as to a raw material sold at 
public auction, one having a marketing season of only 6 months per 
year. They are impossible to administer without serious disruption of 
normal marketing and pricing in the case of a commodity the produc 
tion of which irrevocably is started some 8 to 9 months before the 
crop-selling year starts—a production which in the nature of things 
cannot be later curtailed or diminished (for nature must take its 
course after production commences in March of each year), a produc 
tion which cannot be accurately estimated, and a production the 
utilization of which cannot be estimated, within reasonable areas of 
error because of sudden price fluctuations resulting from economic 
and fashion changes.

Neither hell, nor high water, nor the Secretary of Agriculture can 
prevent mink crops from selling at unprofitable prices if, after a quota 
is set in advance, economic recessions or slowdowns, or high interest 
rates and tight money eliminate or make unavailable to the mink 
market a substantial segment of the disposable income which the 
Secretary thought would be available.

7. The supply of raw materials available to the U.S. fur industry 
has already been reduced by the Congress by the imposition some years 
ago of an embargo on seven Russian furs, an embargo which still re 
mains on the books, unfortunately. Further limitations in the form of 
quotas or duties on mink skins will surely aid in the demise of the 
United States as the leading fur center in the world, a demise which 
commenced with the enactment of the embargo I have referred to.

We trust you will reject the ranchers' demands for legislative con 
trols on the imports of this commodity.

Thank you for your patience in hearing us. The outcome of these 
hearings is vital to the trade we represent. I may add that the briefs 
of each of the two manufacturing associations, the Associated Manu 
facturers and the United Manufacturers, were filed by me yesterday 
and are most certainly in your hands by this time. Those briefs are 
both flatly in opposition to any of this legislation before you.

The briefs of the processors, the fur processors, will be filed with 
you within a week to 10 days. It is now in the course of preparation by 
their counsel. It will not be in the form of testimony but briefs filed 
before you.
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The union spokesmen, who represent the entire labor force in the 
fur trade, are strongly opposed to this legislation and will make their 
own statment following the completion of our testimony here.

Thank you again, Mr. Chairman.
(The documents referred to follow:)

STATISTICAL SCHEDULE
To brief of American Fur Merchants' Association, Inc. dated June 9, 1970 

(source of quantities and total $ values—U.S. Bureau of Census Reports) :
U.S. imports for consumption 1

Million
Calendar year: skins

1963 _________ -_________ -_________- _ - _————— 4. 5
1964 _________________________________________ 4.4
1965 ____________________________,____________ - 4. 9
1966 _____________, ___________________________ 5. 7
1967 _________________________________________ _ 5. 3
1968 _____________,___________________________ 4. 7
1969 _________________________________________ 3. 6

1st 4 months of calendar 1969_____________________—,_—_ 2. 05
1st 4 months of calendar 1970_______ ____________________ 1.15
1 Excludes Japanese mink and dressed mink which are Imported In Insignificant quanti 

ties (see page TO of Tariff Commission 1968 Report).
RAW MINK SKIN IMPORTS 1ST 5 MONTHS OF PRESENT AND PAST 4 MARKETING SEASONS 

[Total imports in thousands of skins and thousands of dollars!

(1) December 1965 to April 1966. ..,..__.__. .......
(2) December 1966 to April 1967 ..................
(3) December 1967 to April 1968 ........ .....
(4) December 1968 to April 1969...................
(5) December 1969 to April 1970...................

Quantity

......-  3,764.0

... ..... 3,774.7 '

........... 3,177.9

........... 2,766.4
1,704.8

P 
Value

$55,274.0
42, 185. 5
36,210.4
38, 036. 1
18,713.5

iverage value 
per pelt

$13. 89
11.18
11.39
13.75
10.98

Decrease in imports

Percent decrease
Percent decrease in average value 

Quantity decrease in quantity per pelt

Reduction col. (5
Reduction col. (5
Reduction col. (5

from col. (3).... ____ ...

from col.(l) . ..... ...

-.--....---.. -1,061.6
.   .....   . -1,473.1
.........---. -2,069.9
.   ....-_. -2,059.2

-38.34
-46. 35
 54 84
-54. 71

-20.15
-3.60
-1.79

-20.95

There appears to be no relationship between price declines and import declines. 
Other factors such as fashions and economic conditions here and abroad would 
seem to affect per pelt values, while lower demand in the U.S. and increasing 
demand in Europe, especially West Germany, have caused the shrinkage in the 
quantity of imports.

U.S. exports of mink sMns
Exports of U.S. milk skins show an increase for the first five months of 

1969/70 evidencing the support given the U.S. market by a stronger market in 
Europe. The following figures show exports in thousands of skins and average 
per raw pelt value:

RAW PELTS

Average value Total quantity 
Quantity per pelt raw and dressed

December 1968 to April 1969................................. 631.2 $17.41 742.8
December 1969 to April 1970................................. 866.5 13.37 1,061.2
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Mr. ULLMAN. Does that conclude your testimony ?
Mr. SHARP. Yes.
Mr. ULLMAN. Without objection, the supplemental materials have 

been included following your statement and will appear in the record.
Mr. SHARP. Thank you.
Mr. ULLMAN. Are there any questions ?
Mr. Byrnes.
Mr. BYRNES. Just as a matter of information, do either of you rep 

resent, or have any interest in, any Scandinavian interests of any 
kind?

Do you represent any Scandinavian group directly or indirectly, or 
a government, at all ?

Mr. SHARP. I personally have, for some years, had a modest re 
tainer from the Scandinavian fur farm organization, which is what 
might be called a counterpart of the National Fur Farm Board who 
testified this morning.

The Scandinavian Fur Agency, Inc., of which Mr. Hessel is the 
president, is an agency which helps clear the furs that are sold in the 
Scandinavian auction so the buyers from New York or elsewhere after 
they enter this country.

Mr. BYRNES. Is this an agent of sorts ?
Mr. HESSEL. It is a clearance house for the financial payments of 

the shipments mads to the United States.
Mr. BYRXES. By the Scandinavian ?
Mr. HESSEL. By the Scandinavian auction companies.
Mr. BYRXES. Thank you very much.
Mr. ULLMAN. Are there further questions ?
You have done your usual thorough job of presenting testimony. We 

appreciate it.
Thank you, Mr. Sharp.
Mr. SHARP. Thank you.
Mr. ULLMAN. Our next witness is our colleague, Hon. John H. Dent.
Whenever John Dent appears before this committee, I want to say 

it is a real occasion. I would advise the staff to notify the members. 
We will fill up all these seats. We always-get the message straight and 
clear.

You may proceed, sir.

STATEMENT OF HON. JOHN H. DENT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA

Mr. DENT. Thank you very kindly, Mr. Chairman and members 
of this very distinguished and important committee of the Congress 
of the United States.

I might say that I believe that, the most important decision of the 
past 50 years or next 50 years on the matter of international trade, 
which is so deeply entwined with the welfare of this country, will be 
made by this committee.

I do not intend to read this testimony, but I would like to ask per 
mission to submit it for the record.

It has long been my opinion that neither this Nation nor any other 
nation can survive in a free trade philosophy world as a high-cost na 
tion dealing without barriers, restraints or covenants on imports and

46-127—70—Pt. 11———7
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exports with nations that do not have the same cost ratio in their 
product.

In my studies as the chairman of the Committee on the Impact of 
Imports, and in the studies we have made in various countries of the 
world, we have become convinced that trade may have been in the 
early beginnings a means of support from one country to another in 
products and commodities not obtainable in countries that did the im 
porting, and surplus in the countries that did the exporting.

Apparently, most of our philosophy on free trade started when 
Adam Smith condemned the then American philosophy of mercan 
tilism and promoted his very fine economic thesis on the wealth of 
nations.

However, at no time did Adam Smith ever envision that we would 
be trading just for the sake of trading, not basing that trade upon 
needs, not basing it upon what was necessary for the welfare of the 
peoples of a certain nation as against those of another nation, but 
really trading only for the simple and illogical reason of balance of 
trade based upon sums of money.

A country's balance of payments can be simply computed by any 
eighth grade economist by deducting the value of imports from the 
value of exports.

But it is not that simple. For instance, a very simple equation would 
be the matter of cotton that is sold to Japan. If you sell $800 million 
worth of cotton and you only buy back $500 million worth of textiles, 
do we have a balance of trade ? We do if we are measuring it in money.

But in an economic complex such as we live in, it must be measured 
in the amount of labor displayed. You cannot measure trade any longer 
by dollar volumes.

It is very easy to put all the industries in the United States on a 
board and shoot a dart at it. No matter where you hit, you will find 
injury. Some say that is not right, but it is right.

We have tried in some of the rather insignificant industries. For 
instance, suit buttons. We only have one such manufacturer in the 
United States, and 90 percent of his product comes through the import 
route.

When for instance, half of the men's suits in the United States are 
made out of imported textiles, and 90 percent of all the transistors in 
this country are imported, an import invasion can be just as disastrous 
as a military invasion.

In every military operation in the history of the world it has been 
the prime objective of the contending powers to destroy the pro 
ductive facilities of the other nations, because that is the thing that 
destroys a country's capability to wage war.

We helped the world on two—and if you count Korea—we don't 
know yet what the results of Vietnam will be—we helped the world 
on three separate occasions.

We didn't do it because we were able to send millions of men under 
arms into battle. We did it because we were strong enough both eco 
nomically and productively to produce the only things that win wars, 
the sinews of war.

We can't even at this date—and I say this from on-the-scene inspec 
tion in many countries—can't even supply the logistics for the Vietnam 
war out of our own productivity and resources at this moment.
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Let me give you the latest countdown that came through not over a 
Aveek ago. It doesn't cover all of the items because it would be many 
hours before I could get through in that kind of a record if I wanted 
to make it. How many of you know that the U.S. automobile produc 
tion in the first 5 months of this year was down 10 percent, and the 
import part of the market has increased 10 percent, and the Japanese 
cars which have only started their invasion—they are hardly across the 
Mississippi coming eastward—gained 40 percent in the month of 
April as opposed to the month of April last year ?

When we say 10 percent, we are talking about a million vehicles that 
we are down, if the trend continues for the rest of the year. They say 
it is because of the economic letdown. Certainly the economic letdown 
has a great deal to do with it, but what is the economic letdown and 
where does it stem from? What is the source of it?

Here is one unimpeachable source because the Tariff Commission 
and your own Secretary of Labor apparently decided that my testi 
mony was somewhere near the truth, because they awarded adjustment 
assistance for the layoffs at the glass company in my district. They 
went back to 1968, to February to grant that assistance.

Why ? Simply because this committee is sitting in session, because we 
have been asking for that assistance since 1966. This is the same old 
deal that we got in 1960 and 1961, in 1962, when voluntarily the ex 
porting countries cut down their exports to the United States.

Japan is doing the very same thing in steel today. Yes, there is less 
tonnage coming in, but they changed their product mix. So moneywise 
we are spending more money for less tonnage.

When they talk to us about trade, they talk to us about tonnage, when 
it comes to steel. When they talk to us about trade and they talk about 
textiles, they use the money value.

Part of the testimony will be a letter sent to one of the largest tool 
steel users in the United States, who testified before my committee. In 
the letter the Japanese importer offered to change the origin identifi 
cation for about $2 a ton if it embarrassed the purchaser in any way.

Tool steel sold for as much as $4,200 a ton less than American tool 
steel and polished the second stage beyond what we were able to 
polish. Let's consider why. The fringe benefits in the steel industry are 
$1.60, the fringe benefits. The average wage is $3.92 plus the fringe 
benefits.

We haven't had a chance to take a trip this year to find out what they 
are—and that, my dear Mr. Chairman and members, is the only way 
you will ever find out anything about wages that go into steel or wages 
that go into any product. You have to be on the scene.

Their wage is $1.25 an hour and the so-called fringe benefits. One of 
our largest costs, of course, is unemployment compensation. In some of 
these areas they do not carry unemployment compensation because 
they have certain types of government regulations that say once they 
employ a person, they can't lay that person off except for reasons that 
are extraordinary. So they say, "We carry our own unemployment 
compensation."

Well, if we had a month layoff policy in our country, unemploy 
ment compensation wouldn't take what it takes out of our payroll.

In some instances the social security tax paid by the U.S. worker 
and the U.S. employer is greater than the wage paid by a competing
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product producer overseas. My mushroom people in the State of 
Pennsylvania lost 40 percent of their entire mushroom production 
after we planted mushrooms in Taiwan and now Korea.

The wage paid is 6 cents an hour for those up to 16 years of age, 
.•and those over 60 years of age, and 15 to 18 cents an hour for the 
In-betweens. Our hardwood industry, which Avas the source of our 
veneers has been under the craziest type of A^oluntary and involuntary 
and executive type of agreements, and every one of them has been 
violated. They even forced our veneer makers in the United States 
to cut their veneer from .027 of an inch to .032 of an inch, changing 
their entire furniture manufacturing programs in the United States.

It was done so that Japanese, who were producing the lesser size, 
the lesser thickness, were already producing it. We didn't say to them, 
"Come up to our specs."

I defy anybody to go into a store today and try to buy a piece of 
furniture made in America and get it in less than 6 to 12 weeks waiting 
time, because of the impact. I think of the great free trader in the 
true sense of the words that many of those who come before this com 
mittee and my own committee, and other committees of this House, 
and profess a deep and abiding faith in the freedom of trade, when 
there isn't a single country that is demanding freedom of trade that 
will allow the freedom of peoples; without the freedom of peoples 
you can't have the freedom of movement of goods.

We have more restrictive covenants in the State of Pennsylvania 
than the Federal Government has against the very same products that 
we restrict. My good friend, in my State one knows if he tries to take 
a bottle of whisky from this State up to a city in Pennsylvania, he 
is grabbed at the border. You lose your automobile and almost lose 
your life.

But I can bring five bottles in from anywhere else. We could, until 
the whisky importers decided there was too much whisky coming in 
in that way, so they limit it to one bottle. So usually we buy the 
biggest bottle we can get.

Let's see what my people say about the trade adjustment. This 
seems to be the very long suit of the proponents of this legislation, 
the Gilberts and Stans, Rogers, practically all of our commerce people 
and our Secretaries of State since way back in the Roosevelt days 
when the first reciprocal trade agreement was passed 35 years ago.

There will never be a letting up on the demand for freer and freer 
trade. Soon there is no trade at all. The narrowminded people, the 
narrowminded executives, who are operating the runaway indus 
tries all over the world don't realize that when they do not provide 
the labor to produce the goods that they are putting into the market 
place, there is going to be less marketplace for them to put the goods 
into.

This country survives as an independent industrial complex on 
three strong columns: production, distribution, and consumption. We 
have developed a method of having consumption become the prime 
factor and the prime interest. All we hear about is the poor consumer.

What has happened to the poor consumer who used to buy the 
Japanese transistors, cameras, and binoculars, and foreign watches, for 
one-third, one-fourth, and as much as one-tenth in many instances 
of the American-made product? I will tell you what has happened
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to him. He is paying as much or more for the same products that 
we could be producing in this country today if we had stayed in busi 
ness.

I warned 10 years back about the plight of the coal industry. I 
told the then Director of the Bureau of Mines, the Secretary of Inte 
rior, and the President of the United States that we had 1,000 years 
of coal reserves already mapped out. God knows how many more 
years there are that have not gone into the survey.

That was at 600 million tons a year, and we would reach 600 million 
tons a year within the next 10 years. But we would not be able to pro 
duce it because the mines would be shut down and you don't just open 
a mine the minute a powerplant needs coal. Today at this moment the 
shortage of coal in this country is becoming a critical situation in the 
production of power, which is the sinew of all of our production in 
this country at this moment.

Six hundred and fifty black workers were laid off in a city of 23,000 
people, which had around 17,000 production jobs not over 20 years 
ago, supplying the production jobs for the city itself and all of the 
surrounding hamlets and townships. At this moment that I am here 
before this committee today, that community is down to 1,700 pro 
duction workers.

All of the Wearevcr aluminum has gone overseas. They are just 
shutting down the last plant at Chillicothe, Ohio, the last plant that 
made Wearever. They have announced that by September, the 
Aluminum Co. of America will be entirely out of homeware goods of 
all kinds. Westinghouse gave up making televisions. Zenith just 
announced a 3,000-man layoff for the balance of this year and upon 
sending up an investigator, I found they had already laid off 3,200.

One of the sad parts is that deep rooted in this entire thing is a 
very serious matter that other committees are going to have to look 
at, which we are now studying, the question of what is happening to 
men like this who have not vested in the private pension systems and 
find themselves having worked 30 or 40 years.

These are statements from men who were interviewed at Arnold, 
Pa.:

There are few of the 650 men who have been laid off since the glass company 
began to cut back in 1967 who are in an age bracket able to take advantage of 
so many high-sounding programs passed by Congress and trade adjustment relief.

They call it relief. In fact, one man says it very plainly. He said:
We want jobs, not relief. Present tariff regulations on glass amount to sub 

sidizing foreign competition that caused these men to lose their jobs in the 
first place.

What else is it, when you pay 80 percent of a man's wage not to 
produce glass? What arc you doing but subsidizing a worker some 
where else ? What is the difference whether the Japanese come in and 
bomb that plant out of existence in Arnold, Pa., or send their glass 
over here and bomb those men out of existence ? It is that simple.

We have reached the place where in this decade this committee can 
do one of two things: It can keep on making the mistakes we have 
made in the past—and I am sorry to say that while my name is on 
every bill before your committee crying for some kind of relief, it is 
there because I am hopeful'something will be done. Once you start
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into one industry, you will uncover the sores, weaknesses, and sick 
nesses of all the other industries.

So I sponsor them, but I am not agreeing with you. Quotas have 
never worked. They never have and they never will. The history of 
quotas prove they will not work.

For instance, I am a contractor and I am bidding on 100,000 tons 
of steel to put up the new Chrysler Building. I have access to foreign 
steel and I can save $35 a ton. How is any other American competing 
contractor going to get that bid away from me ? Where do you come 
with quotas ?

We have to change our entire philosophy and change our entire 
thinking. We have had a study made at Georgetown University, the 
greatest statistical study ever made for $11,000. It shows beyond a 
reasonable doubt, with samplings of over 400 different industries with 
various sizes of productivity—this study showed beyond a doubt a 
foreign-made product in our economy reaches 5 percent the growth of 
the U.S. industry is stalemated.

Every percent over that 5 percent cuts into that particular industry's 
total production and its employment. Here is a man who wants this 
question answered, and it is a reasonable question:

This man is 58 years of age. He has worked 38 years for the glass 
company in Arnold, Pa. He was laid off in November 1967, 2 months 
before the Tariff Commission set as the first date for relief under the 
Trade Adjustment Act. He gets neither trade relief nor does he have 
an opportunity to go anywhere to get a job. Certainly he will never be 
able to vest in another insurance plan that pays him a pension. He is 
living on $60 a week with four kids.

That is all his two-thirds pay under the Pennsylvania workmen's 
compensation regulations amounts to because it is based on quarters 
and his last quarters were part-time work. There is not a wisp of smoke 
from a chimney in this one community of 10,000 residents, Arnold. 
Pa.; not one. It has pure air now, but it doesn't have any people 
working. _ •

This was the largest single tax-paying unit in that community. The 
$8,000 of payroll taxes went in on a 1-percent payroll tax that we 
have in our State; in many communities the local tax is 1 percent for 
schools and 1 percent for the community. It is $8,000 to the community 
and $8,000 to the schools.

The remaining people in that community will be taxed at a heavier 
rate to meet what ? To meet a lessened ability to pay taxes. And yet 
the very same people who come here and testify—I know, because they 
have testified 'before me—say, "Well, under the Trade Adjustment 
Act we are going to make it possible for these industries hurt by 
imports to compete by the advice we are going to give and the money 
we are going to put into can compete."

If you think the threat of retaliation is only based upon what you 
do in tariffs, then dissuade yourself of that idea, because once you get 
an industry able to meet the competition, you just bet that the same 
bitterness, the same threats will exist. I remember when labor 
threatened that, if their plant were mechanized, they would go on 
permanent strike. But they didn't do any such thing.

And I am not too disturbed about anybody telling us they will re 
taliate. If they have it in their mind, they will retaliate on that given
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day when we have to stop imports, and that given day will come. I 
have heard your testimony, a little bit of it, in here, and I have read 
some in the papers.

Ten years ago the mink ranchers came before my committee and 
said what was going to happen. You know what? It happened. We 
were one of the largest mink ranching States in the United States of 
America, and we may still be.

We have a problem in Pennsylvania. We are the largest mushroom 
growing State in the Union. We are the largest cigar tobacco State 
in the Union, the largest steel producing State in the Union, the second 
largest coal producing State in the Union. We grow more tomatoes 
in Lancaster County than they do in the whole State of Iowa. We 
have everything to lose and we are losing. •>

It is a blind philosophy and I was as blind as any of them 10 years 
ago. I was the greatest free trader that ever lived. I was sold the 
idea that the consumer had to get a break. Let me ask you a question: 
Who is this consumer ? Is this consumer a person who can't afford to 
buy the products he makes ?

Do you think it is logical for an automobileworker or a steelworker 
making $3.92 plus $1.62 fringe benefits an hour demanding the right 
to buy a shirt produced by a Hong Kong worker who makes 15 to 20 
cents an hour ? When you buy that shirt, the $2.40-an-hour shirtmaker 
in the United States isn't producing shirts.

In our economy he can't buy automobiles. If you can't sell them to 
Mm, how are you going to sell them to the 15-cent-an-hour worker in 
Hong Kong?

Here is what Hong Kong says about it, and I think it is very 
interesting. It is the kind of propaganda we are fed day in and day out.

Let me show you some of this: "With a population of 4 million, 
Hong Kong spends $4 per head on textile products, namely, cotton, 
machinery, electrical, and nonelectrical." But the machinery that 
they buy is for their production of more textiles.

We are not a colony. We are not supposed to produce raw materials. 
Let me tell you, production machinery today is a raw material the 
same as cotton, hardwoods, or any other sum or substance that goes 
into the manufacturing of a product. And so they say that they ought 
not be considered in any legislation on quotas or restrictions simply 
because their population spends $8 a head on textile fibers and textile 
products. They have 4 million people.

If my arithmetic is right, and if we are using the dollar volume 
as a criterion, that means they are buying $32 million of textile prod 
ucts from us. However, the United States, with a population of 205 
million people buys $2 a head worth of textile products from Hong 
Kong, and this is their own release.

I don't know how they felt that was going to impress anybody, but it 
certainly doesn't impress me. Every bale of cotton that we sell them 
costs us $42.50. Not only do we have to pay the $42.50 from the Federal 
Treasury because we buy it for more than what we sell it for; we 
also have to give the $42.50 to the American textile mills in order that 
they may be able to compete.

So every bale of cotton of 500 pounds grown and packed in the 
United States costs the American taxpayers $42.50. We would be a
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lot better off if we just quit growing cotton and bought it. It wouldn't 
cost us much more, and especially if we could sell our textiles.

I was at the Commerce Department and they have a big display 
over there. They were showing how we had a $5 billion 'balance-of- 
trade payments in our favor from the earnings of our American 
foreign investments. But what they failed to tell you was that five 
major industries—automobiles, textiles, steel, radios, TV, and shoes— 
on their own chart—but they never pointed to this one—it shows a 
loss of $4.6 billion in only five industries on the balance of trade in 
this country.

You can have any kind of a figure you want, but when I walk into 
a plant in Hong Kong and see 5,500 workers working for $30 a month, 
10 hours a day, 6 days a week, producing exclusively products for 
Fairchild Camera shipped over here on foreign-flag boats, put into 
the bloodstream of the American commerce in competition with $3.35- 
an-hour labor in their own plants in New Jersey and so on, then I 
look out the window of this plant and I see the U.S. fleet down there 
spending billions of dollars to make sure that their productivity is 
insured and not taken away from them or burned by riots.

I asked them who was supposed to pay for the environmental prob 
lems we have in this country, and where did they think the money is 
to come from? They said that the reason they were there is because 
they had to compete with Japan. That is the same excuse we are 
using, the very same excuse we have used in the State Department to 
build the Proneff Territory on the Rio Grande River.

I went down on my own, spending my own money, because I wanted 
to see it unofficially. In the last 3 years we have created 50,000 jobs 
in the Proneff Territory, the wages run from $1.YO to $3 a day. In the 
very same plants across the river, across the Rio Grande, the hourly 
rate in that same industry is $3.35.

They comingled the products under section 807 of the tariff law 
and get a special consideration or tariff treatment. I understand the 
Japanese and others in Hong Kong, and some of the others, com 
plained about it so the Tariff Commission is considering raising the 
tariff, not to protect them but to protect their products from their 
country coming into this country.

I honestly believe, Mr. Chairman and members of this committee, 
that if I had a problem with the Tariff Commission, I would work 
it through some channel outside the country and probably get a 
better hearing.

I remember when we complained, when the Schwinn bicycle people 
tried to get protection against the English bicycles that were running 
us out of the country, and I mean running us out really. We couldn't 
get relief for 20 years, and all of a sudden the Austrians started send 
ing in bicycles.

What do you think happened ? At the very first petition before the 
Tariff Commission by the British against the cheaper Austrian bi 
cycles coming into the United States, they got relief.

There is nothing that I can say to you that isn't contained within 
the records of your own hearings, except to try to give you my sincere 
belief that unless this committee does something about changing the 
whole philosophy of trade, this country is not going to last as an in 
dustrial complex.
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I will debate it with any person who wants to debate. I am doing 
it next Monday in Pittsburgh with Mr. Stitt, the representative of the 
Japanese Trade Council. I am not even going to say anything new. 
I will just read him what I said 10 years ago, because everything I 
said then has happened.

I am no clairvoyant and I am not smart. My entire formal educa 
tion stopped at the eighth grade, because at that time there were a 
lot of jobs. Now the kids can't go to work, so they have to go to 
school. That is why we have so many smart kids today.

The next industry that is going to get the bite, and when it gets 
it, you think you have troubles today—with textiles, shoes—glass you 
can forget. It is dead. If you don't believe it, just go into the hand 
made glass in this country and see how much you can buy of it.

You see, that is the theory of George Ball and many of our great 
Commerce Department and State Department people. That theory is 
that this country ought to get out of the nonsophisticated goods, that 
we ought to give up on unsophisticated goods and let these other 
countries take over in the making of unsophisticated goods.

They use as an example Steubenware. I doubt if there are more 
than five Members of Congress who can afford Steubenware and we get 
$42,500 a year. This country was made what it is by a fellow named 
Henry Ford, who saw way beyond the mass production as such. 
Everybody recognizes that you have to have a mass production in 
order to have a mass market for the mass production. You have to 
believe in a high wage theory.

When Henry Ford came out with the $8 day, he sparked the !-""nu- 
facturer that made this country industrially great. Then after World 
War II, when we decided to spend our money in foreign aid, we did 
it as a humane gesture. But we have allowed the State Department 
to take it over where it is no longer humane because all we started out 
to do was to put the devastated countries somewhere near their level of 
economics, both in productivity and consumption, that they were at 
before the bombing started.

All you have to do is to take a trip to Italy, West Germany, and 
Japan. If I remember right, they were on somewhat the other side in 
this war. They haven't gone long, far and away from becoming what 
we said.

I heard Jack Kennedy make the statement standing near the Liberty 
Bell in Independence Hall in 1961 when he said foreign aid had to 
be kept up because we had to make each nation in the world, on its 
timetable, independent from depending upon other nations.

So we are somewhat now in the position of taking care of the unfit 
and making the fit unfit. We have become dependent upon foreign 
products.

Any of you who question that had better take a quick look at some 
of the figures that may interest you; 13 percent of steel, IT million 
tons, Y,OpO direct steelworkers are involved in every 1 million tons of 
production of steel. Three other workers are dependent upon every 
production worker in the United States.

The service industries are the largest employers today. At the turn 
of the century there was one forty-seventh of a worker in service in 
dustries for every worker in production. Today there are 3 plus per 
centage service industry workers for every worker in production.
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In the automobile industry, the percentage of our entire market 
taken last year was 18 percent. I have given you the figures of the gain 
up to the end of April this year. Woolens constitute 26 percent of our 
entire market—and we are not talking about Podunk. We are talking 
about the United States of America, 50-sovereign States depending 
upon foreign production for 26 percent of their woolens, 30 percent of 
their televisions.

However, this information was compiled without giving considera 
tion to the little known fact that apparently there will be only one 
U.S. manufacturer of color televisions after the first of January 1971.

Sewing machines, 40 percent; shoes, 33 percent. He doesn't have the 
latest figures. They are contained in here. I received them this morning 
and you will have them in the testimony. Sweaters, 42 percent; elec 
trical calculators, 43 percent; table radios, 80 percent; portable radios, 
95 percent—of the entire American market; 86 percent of all the ply 
wood paneling, 78 percent of all the baseball gloves, 92 percent of all 
the fine china.

I am not talking about dream figures. I am talking about a nation 
that has become dependent upon world production for its very exist 
ence in the goods that they consume. If you don't buy the goods that 
you consume from American production, you will soon have exactly 
•what we have today. We have the greatest unemployment in the his 
tory of this whole United States or any country in the world. Let me 
measure it for you and I will do it roughly.

I went through the Hoover depression. As you all remember, it was 
about 15 million people. But you didn't have 26 million Americans 
living off social security. They were considered unemployed in those 
days, because you were considered a worker until you died. They were 
counting kids that had quit school, whether they quit in the eighth 
grade, the 10th, 12th or 16th, he was an unemployed figure. They don't 
count those kids again.

We are actually counting only those who have had jobs and have 
been laid off. That figure is as phony as a $3 bill. There are 12 million 
other Americans dependent on relief that were counted as unemployed 
in the days of Hoover. They say there are 4.5 million directly unem 
ployed persons that they count. We forget a massive 6.5 million in 
governmental services. We forget between 9 and 10 million in our 
armed services and allied support services.

These people are not producing goods, so I tell you that there are 
three Americans that have to live off of every production worker. 
Whether you take that production worker out of a glass plant, a steel 
mill, or you take him off of a tomato farm or strawberry patch, or you 
take him out of a coconut grove, or citrus orchard—I don't care where 
you take him—that worker producing is the basic strength of an 
industrial complex. That is why every nation is fighting for it.

We have done many things that are wrong. I noticed the other day, 
and to me this wasn't a good item to read, but whoever wrote it thought 
it was great for the United States, someone said our agricultural econ 
omy is picking up. Certainly it is. We are relieving the people from 
all over the world of growing their own goods.

We are growing them here in the United States like a backward 
colony somewhere deep in the jungle somewhere. We are growing their



3117

products for them and they can release their farmworkers and put 
them into industrial capacity because that is where they are needed.

Late last year on an investigatory trip, our committee saw a proto 
type mockup of a roto-tiller. If there is one thing that is an American 
product and used almost exclusively by this great country of home 
gardeners we have, it is a roto-tiller. Do you know what it is ? It is a 
simple machine, a two-wheel job with a lot of little blades that cut 
up the ground.

I have a garden 50-feet long and 12-feet wide and I wouldn't be 
caught dead without the thing. I don't need it, my toe can do the same 
job. But it is real nice. It is a sort of prestige job when you live in the 
suburbs. It is like a tractor. You've got to have one, even if you just ride 
it on Sunday morning to wake up the neighbors.

Let me tell you you will be out of the roto-tiller business because 
Honda, who already has enough salesrooms for their motorcycles and 
motorbikes all over this country—and it says so in the full-page adver 
tising in the Mechanix Illustrated—Honda makes a roto-tiller and 
advertises it as the finest machine ever made in the world.

It probably will be. You see, that is another result of our trade 
policies. We are making the shoddiest goods in the world and they 
are making the best. Why not? Why shouldn't they? They are not 
going to make roto-tillers for the Japanese people.

I have seen their gardens. That is aimed exclusively at this market. 
That is what Adam Smith meant when he said:

Trade freely with one another. Produce the goods that you produce best 
and let him who produces other goods better produce them, and trade with 
each other.

Adam Smith never figured that we were going to trade automobiles 
•with each other. Incidentally, we don't do much trading on 
automobiles.

This committee has before it the most serious legislation. Maybe 
what I am saying is all wrong and the whole world will come tum 
bling around our ears, but I remember the early 1950's when they 
predicted just that, when the Randall Commission came over and con- 
A'inced the then President of the United States, General Eisenhower, 
that the number one priority in 1954 had to be a lowering of the 
tariff.

This committee refused to do so, and the Congress refused to do so. 
They predicted dire results. They said that the whole world would 
tumble.

They are still blaming World War I, you know, on the Smoot- 
Hawley Tariff. Good God, it didn't go into effect until the war 
was over. We are kind of funny people. The trouble is we never ques 
tion these free trade people. They throw a, figure at us, but we never 
question them.

I do, because in 1954—and it is contained in this testimony—it 
was the most prosperous era in the European theater, which was next 
to ours the next manufacturing bloc in the world. It was the best 
they had ever had.

Let me give you one or two figures to show you what happened 
in that year.

At the year ended in 1954, listen to this: When we refused to lower 
tariffs, Britain, in 1954, had the most prosperous year in their history.
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In France, 1954 -was the most prosperous postwar year. In Italy, the 
national income increased 4 percent and in Germany a vast industrial 
and export expansion occurred in 1954. In Switzerland the boom 
persisted throughout the year and the next few years.

In Holland, shares on the Stock Exchange recently hit their highest 
level in over 15 years. Finland, Portugal, Pakistan, and Japan shared 
in the upward surge of business.

The dire results predicted for the economies of our allies just did 
not take place in spite of the fact that Congress would not be 
stampeded into tariff reductions.

I heard a witness say you ought not to be stampeded into doing 
anything, give it to the Tariff Commission. Why wouldn't you ? Why 
wouldn't they ask you to give it to the Tariff Commission?

I told you that if you want something done, get a foreign agent 
to go before the Tariff Commission and you will get relief.

Mr. GIBBONS. I think the gentleman is making a very important 
statement. We have had that illustrated here, I think.

Let me ask you a question, Mr. Dent.
You said we should reject these quota bills. I am inclined to agree 

with you there. I respect the gentleman's views because I know he has 
spent many, many years studying this question very thoroughly. 
I know that he has firsthand information.

If we reject the quota bills, then we have before us the administra 
tion trade bill which abolishes ASP and gives the President the 
authority generally to negotiate tariffs down by 20 percent and then, 
as somebody described a while ago, we would give you readjustment 
allowance or the money to bury you with.

What do you think we ought to do ?
Mr. DENT. Very frankly. Congressman, quota bills won't work. 

I believe very much in what has been said by many Americans 
before, and especially Patrick Henry. He said, "When you want to 
know where you are going, look where you have been."

Where we have been in quotas is just disastrous. It doesn't shape 
up. It will not give us what we are seeking. However, if you can't, 
in the wisdom of this committee, come out with a new philosophy 
of trade which is based upon this century and not previous centuries, 
I would say to all of you right now that everything that has gone 
on before in the matter of world trade has to be prologue, that you 
start from now as of scratch, and from there you build.

You say what do you do. It is very simple to do. It is being done 
in one way or another by almost every country on the face of the 
earth. They just don't import the things that they make in surplus. 
When they do, it is a token import.

On the things they produce in surplus, they say to you, "If you 
do that to us, we will retaliate." Does that mean Japan will not buy 
cotton from us ? Does that mean our subsidized wheat will not sell 
in the world market? Or does that mean that they will keep their 
embargoes on our automobiles ?

The question is not easily resolved. They sav about the old farmer 
traveling through Pennsylvania and he gets into the Pennsylvania 
Dutch country and sees an old couple sitting on the porch reciting 
away. He was lost. He said, "Could you straighten me out a little 
and tell me how to get to Cherry Hill ?"
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The Dutchman said, "Well, you go down the road about a mile and 
you turn left." His wife said, "No, you turn right." She said, "You 
go down about 2 miles."

After going back and forth for about 5 minutes, the gentleman 
turned to the traveler and said to him, "You know, I don't think you 
can get to Cherry Hill from here." That is exactly what we are up 
against. We are taking the position we can't get to Cherry Hill be 
cause everybody has their own ideas of what ought to be done.

One thing for sure has to be done: Cost equalization has to come into 
this thing and get away from this foolish idea that the consumers have 
to be protected. The consumer in this country is the man who has 
made the price of the product what it is because he is the producer. 
The consumer can't expect to get a pay raise of anywhere from $1.26 
for a 3-year period, or 76 cents for a 3-year period, and then expect to 
go out and buy some product made somewhere else and expect the op 
erator to pay him that money and then raise heck because he is not 
allowed to pay these cheap wages.

Mr. GIBBONS. You have been investigating wages for a long time, 
Mr. Dent. Has your committee published any data on comparative 
wages around the world ?

Mr. DENT. We have about 10 or 12 statistical publications on it, but 
the only ones that I rely on are the ones I have compiled on my own and 
with my committee, when we went into the plants and looked and got 
the prices. I want to tell you if you want any specific wage level, ask 
me what it is and I will try to give it to you here right now.

Mr. GIBBONS. One of the problems we have had all along is the al 
legation that the Japanese wage scale, as an illustration, is so much 
lower than ours on all fronts that we could never possibly compete 
against them in anything that is it at labor intensive.

Would you give us any figures on the Japanese wage scales in the 
textile industry, for example?

Mr. DENT. Sure I can give you some. I will give you some on elec 
tronics. I went into a plant where the women were running the very 
same machine that is operated by the electronic workers in the United 
States for the various companies, General Electric, Westinghouse and 
the rest of them.

It was set at exactly the same rate of production on automatic con 
trol. This was 4 years ago that we made that trip. At that particular 
time the wage in the United States was $2.20 an hour by contract for 
one person to run one machine at a specified rate of production.

We found in Japan the same machines at the same specified rate of 
production with one woman making 17 cents an hour running two 
machines.

We went into the largest steel complex in Japan, which, incidentally, 
has reached the stage where now it is the largest in the world, and the 
wages were $1.25 an hour plus what they call fringes. We couldn't 
get any figure on fringes.

The going rate of wage in the electronics industry when we were 
there in Taipei was $40 a month.

Here is an interesting thing about Taipei. I just received this and it 
might interest you fellows. This is from the wine people of the United 
States of America who are very cognizant of the fact that we have a
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great deal of industry, American industry, in Taipei, and we do quite 
a bit of commuting back and forth.

We believe that along the line this country has sent a few billion 
dollars over to Taiwan. Here is the booklet that gives the price sched 
ules of the monopoly on liquior and wines. They sent me this booklet 
because they have been trying to get an American wine listed in 
Taiwan.

Finally they p;ot one brand of California wine. But on April 1 they 
delisted that. This is what Wilbur Mills, I think, said when he couldn't 
find much reciprocity in the so-called reciprocity agreements that we 
tried to make.

It isn't a price situation or a friendship situation, because they buy 
most of their wine from France who doesn't even recognize them 
diplomatically.

Mr. GIBBONS. I will not monopolize your time. I appreciate the fine 
comments the gentleman has brought.

Mr. ULLMAN. John, you have really given us food for thought. I 
agree with you that we have a great challenge, but I also agree 
with you that the answers are not simple. They are very complicated 
and tough.

Mr. Schneebeli?
Mr. SCHNEEBELI. I think we have been trying to determine specifi 

cally how do you go about stopping our incoming imports ? What do 
we do?

Mr. DENT. Ask the fellows who come here and ask you not to stop it. 
Ask them how they stop ours.

Mr. SCHNEEBELI. It seems to me there are two alternatives: Either 
you have an orderly marketing quota or you have higher duties.

Mr. DENT. If you have quotas, it must be tied to a price structure. 
Simply and very frankly, you ought to do what is done everywhere 
in the world. No product can enter any country when the wage portion 
of that product is less than the wage portion for the product made in 
that country.

Mr. SCHNEEBELI. I don't follow that.
Mr. DENT. My dear sir, if. all goods traveled at a price structure— 

for instance, you heard about diamonds this morning. There is no 
problem on diamonds. They all travel at the same price structure, no 
matter what they are paid for working.

Mr. SCHNEEBELI. I don't follow your theory. Suppose in this country 
the labor costs on steel, let's say, are 30 percent and 20 percent in 
Japan. What do we do'here ?

^ Mr. DENT. Many countries do it by different methods. For instance, 
this country just wouldn't list the wines so they stop our products. 
Another country will have a border tax, like West Germany. The min 
ute they reduced their tariffs after the last Kennedy round tariff give 
away, they raised their border tax from 7 to 10 percent, which gave 
them more money than the tariff used to.

Other countries have what they call a licensing procedure. You have 
to get a license to import. That is the only way you can control quotas. 
Unless you do that, quotas are absolutely useless and worthless.
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Mr. SCHNEEBELI. I recognize that there must be some alternatives 
to quotas and I wondered -what specifically your ideas might be.

Mr. DENT. My opinion is that you would establish what would be a 
single industry's injury point, and at that injury point you give a 
license or series of licenses to whoever is going to be the importer. If 
you don't do it, here is what you are going to get.

I want to ask you how can you establish a quota for tape recorders 
that are now 90 percent of your market ? What do you do ?

Mr. SCHNEEBELI. You might go back to 1962, I don't know. You 
asked the question. You go back to a point where we had a bigger por 
tion of the market.

Mr. DENT. What is that ?
Mr. SCHNEEBELI. You go back to a point in time when we had a 

larger percentage of the market in domestic production.
Mr. DENT. It isn't the larger percentage of the market. The largest 

percentage of the market has to be based on what kind of conditions 
were in that individual industry. If in the production of 1962 we had 
50,000 workers in the industry and they were producing, say, 70 per 
cent of the market in the United States, and there were 30,000 that had 
already been decimated by the impact of imports, assume that you had 
100 percent of the market and you would have 70 or 80,000 workers in 
the industry.

So what you are going to have to say is how many workers we take 
care of on relief. That is all. It isn't a question of the quota of the 
product. It is the quota of the job potential in the industry.

Mr. SCHNEEBELI. If you can spell that out specifically, or if you 
could send me a letter on it, I will be interested.

Mr. DENT. I will be glad to. We have many studies on it.
Mr. SCHNEEBELI. Thank you very much.
Mr. ULLMAN. Are there further questions ?
If not, thank you very much.
Mr. Vanik?
Mr. VANIK. Mr. Chairman, I want to say that I very much appreciate 

the statements made by our distinguished colleague. He has really 
worked and labored on these problems. I am very happy to have his 
observations for the record.

Mr. ULLMAN. You have made a great contribution to the committee. 
We appreciate it.

Mr. DENT. When should I submit this for the record ?
Mr. ULLMAN. Without objection the record will be held open at this 

point.
(Congressman Dent's prepared statement follows:)

PREPARED STATEMENT OF HON. JOHN H. DENT, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OP PENNSYLVANIA

Mr. Chairman and members of the committee, I do not intend to read all the 
testimony I have with me. I would like to ask consent to present the same to 
the Committee for inclusion in the record at this point and allow me to sum 
marize some of my thoughts and facts concerning trade legislation.

First of all. let me state that it is my humble opinion that this Nation nor 
any other nation, can survive in a free-trade arrangement when one has a higher 
cost of production than another. This does not mean they cannot trade certain
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products from some high-cost nations with certain products from some low- 
cast nations. If we allowed everything that happened before 1954 to be con 
sidered prologue, we could start at that date March 30, 1954, when the Presi 
dent of the United States presented deeper tariff cuts recommended by the 
Eandall Commission.

Thirty-five years ago, we passed the so-called Reciprocal Trade Agreements. 
Over these 35 years, the United States has progressed to the point where it now 
has lower trade barriers than any other major trading nation in the world. 
In the first 20 years, tariffs had been reduced by 71 per cent below the level 
prevailing in 1931-34, to the point where overall they amounted to about 5 per 
cent on imports. The numerous barriers imposed by other trading nations are 
virtually unknown in the United States. Quota limitations are employed by this 
country only in the case of agricultural products under price support. Embar 
goes, import licenses, non-convertible currency, dual rates of exchange, and other 
restrictive practices followed by other trading nations are not employed by the 
United States. Putting it bluntly, with respect to trade practices, the United 
States is "a knight in shining armor" compared to other nations of the Free 
World.

Nevertheless, the desire for further reductions continues. On March 30, 1954, 
the President of the United States, submitting proposals for deeper cuts recom 
mended by the Randall Commission, said :

"Together we and our friends abroad must work at the task of lowering the 
unjustifiable barriers—not all at once but gradually and with full regard for 
our own interests. In this effort, the United 'States must take the initiative and, 
in doing so, make clear to the rest of the world that we expect them to follow 
our lead."
The Congress did not see fit to concur. For this, Congress was called "stubborn". 
The American status quo on tariffs was maintained for another year.

This decision was no doubt influenced by our Nation's experience since 1934. 
The failure of other nations to follow this American lead over the past twenty 
years had raised a question as to the practicality of the President's position: 
that the United States should, or must, continue to take the tariff lead on a 
"do-unto-others-as-you-would-have-done-unto-yourself" basis.

Parallel tendencies to take down the barriers have definitely not been evident 
among other nations. While the Nazi Germany of Dr. Schacht's heyday is dead, 
his techniques are not. In fact they are very widespread. European trade barriers 
are as bad or worse than ever. Stringent exchange controls are the norm, and 
.dual currencies are widely employed. Strict licensing and quota limitations are 
set to protect domestic industries. Citizens of these countries are not free to 
travel abroad at will. State trading demoralizes private initiative. Cartels every 
where are rampant.

This all makes it clear that twenty-one years of trying to be a "good" 
example had not been fruitful. In fact our American policy can hardly be said 
to have succeeded. Even if such a "free-trade" policy were correct in the first 
place—and with this I take strenuous issue—it is not working. Hence, a severe 
and objective review of its operation is needed, along with a questioning of 
the basic policy itself.

In this Congress, proponents of free-trade are generating vast propaganda 
to convince the American people that increased international trade is a bulwark 
in each of the free nations. It is alleged to be essential to European prosperity. 
It has even been maintained that, unless the United States takes down its tariff 
.barriers, the free nations cannot attain that standard of living which is essential 
to discourage villainous designs of the Kremlin and its agents.

Similar propaganda waves were directed at the American people in 1953 and 
1954. The Congress, nevertheless, failed to act upon the 1954 recommendations 
of the Randall Commission. Did the prophecies of evil consequence come true? 
What are the facts?

As of the year end, the economic situation in Western Europe has been better 
than at any time in its history. There follow some typical year-end reports:
In Britain, 1954 was the most prosperous year in history; exports have spurted;

and the boom persists. 
In France, 1954 was the most prosperous post-war year.
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In Italy, the national income increased four per cent and exports by ten per
cent (luring 1954. 

In Germany, a vast industrial and export expansion occurred during 1954, the
exports of West Berlin increased, and new expansion was proposed for 1955. 

In Switzerland, a boom persisted throughout 1954. 
In Holland, shares on the stock exchange recently hit their highest level in over

fifteen years. 
Even Finland, Portugal, Pakistan and Japan shared in the upward surge of

business.
The dire results predicted for the economies of our allies has not materialized 

in spite of the fact that Congress would not be "stampeded" into new tariff 
reductions.

Are we focusing attention in the right place? This raises a serious question. 
Assuming even that it is wise to expand international trade, has not the spotlight 
been turned upon the wrong problem? For such a view there is considerable 
authority. Mr. Bernard Baruch has pointed out:

"In all studies of this kind too much emphasis was placed on tariff reduction 
as if it held the solution to all international economic difficulties. One effect of 
this distorted emphasis is to give foreign countries an excuse for blaming their 
troubles on the United States, and by feeling sorry for themselves, to overlook 
what they must do on their own. . . ."

At present the lack of stable currencies is a far more serious obstacle to free 
trade than tariff barriers. These barriers take the form also of quotas and Empire 
preferences. As long as currencies continue to be manipulated, all trade is made 
more difficult. What trade does take place tends to be forced through government 
channels. If the energies and ingenuities of the multitude of individual traders 
all over the world are to be given a chance, as is so vital, the very first require 
ment is to have a free market and free currencies.

So too, Mr. Per Jacobsson of the Bank of International Settlements has pointed 
out:

"Convertibility means a free exchange market ... a free exchange market 
means getting rid of exchange controls—the worst features of restraint on 
trade . . . now why do we have convertibility? You know the textbook reasons, 
that there is more world trade, more prosperity, and a raised standard of living 
and these reasons are very correct ... I also believe that in all European coun 
tries we shall never get the savings and confidence in the currencies really before 
we get convertibility. So we will never be able to stand on our own legs before 
we get a sound currency system ... It is my honest belief that the only way 
to stop aid (United States aid abroad) safely is to see that the countries apply 
monetary discipline and I know of no other way to get them to do it than to 
have convertible currency . . . convertibility is for me one of the great defenses 
for a free economy."

It is, therefore highly questionable whether all of the to-do regarding tariffs 
has not been based on mistaken premises:

First, the policy whereby the United States sets a "good" example with hopes 
that other nations will follow has failed.

Second, that the failure of the United States to lower tariffs in 1954 would 
supposedly have an injurious effect upon our allies. This has not happened. In 
fact, Western Europe was at a historic high point of prosperity in '62 when we 
followed the will-of-the-whisp of foreign relations and passed the Kennedy 
Round tariff cuts.

Third, that the problem of world economic inequalities is caused by American 
tariffs. This is not so, for our policies are the most liberal of any major nation 
in the world. Rather, the problem is one of self-defeating economic practices of 
other nations, supported by nonconvertibility of currencies.

It is my feeling that the American spotlight has been turned upon the lesser 
problem—tariffs. Yet in their frantic efforts to prove that the United States is 
the sinner, exporters, international bankers, their lawyers and other propa 
gandists for more international trade have placed a very heavy emphasis upon 
tariffs. Hence, this Committee should explore the history and structure of the 
entire tariff problem, as well as the foreign trade problem as a whole.

Several basic developments on the trade front cannot be ignored without court 
ing serious danger to our national welfare.

46-127 O—70—pt. 11-
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One basic fact is that we have in the past thirty-five years all but dismantled 
our tariff, from an average rate of slightly over 50% on dutiable items wlien the 
Trade Agreements Program was begun in 1934, the tariff has been cut to about 
9%. This level will be yet further reduced under the two remaining years of the 
Kennedy Round.

At the same time about 38% of our total imports are free of duty. This means 
that the duty collected on all of our imports, free and dutiable, are only about 
6%.

The effects of the dismantling of our tariff during the many years while world 
trade was disrupted by war and cold war activities did not make themselves 
felt until the war-torn countries had thoroughly recovered from the ravages of 
war, or during the past decade. Therefore we continued to lower our duties long 
after we should have stopped.

Now there is no longer any doubt that we cut too deeply in numerous instances 
while other countries, with some exceptions, either did not cut their tariffs 
comparably or nullified their cuts by nontariff devices, such as currency devalu 
ation, border and turnover taxes, rebates on exports, and other devices.

The result is that we have, with few exceptions, an open market while we 
export to countries that have numerous controls to protect their own economies. 
We need only mention Japan and the Common Market; but there are others of 
lesser importance.

Actually it is not only the nontariff barriers of other countries that place us 
in a weak trading position. It is our inability to compete in our own market with 
low-cost imports and in foreign countries with third countries that can compete 
with us in those countries as readily as in our home market. Markets that we 
formerly enjoyed are falling more and more to our competitors. The latter are 
in a stronger competitive position to cope with the prevalent nontariff barriers 
of other countries than we are because they can undersell us in any event.

We do not have to look very far or to look for obscure clues to find the source 
of our competitive weakness. When we pay wages that are from 2% to 5 times 
as high or more as our competitors, while their productivitiy per man-hour or 
man-year approaches our own because of the adoption of modern technology, the 
mystery is dissolved. It is a matter of simple arithmetic and no amount of recourse 
to enconomic theory or sophisticated mystique can hide the plain truth.

The list of products in which we are running a trade deficit is too high to blind 
us to the facts. Yon may pick almost any consumer goods and make your own 
search; and you can go even to raw materials and semi-manufactured goods 
and minerals and also find additional examples.

We are in a critical state in our foreign competitive posture; and there is 
nothing reassuring on .the horizon. Our Vietnam involvement has continued 
to obscure much of our difficulty, contrary to what the apologists claim, who 
ascribe our poor showing in trade to domestic prosperity and indifference to ex 
porting. Had it not been for the Vietnam involvement we would have had to 
face the music before now. It acted as a buffer. Those who read this involvement 
as the source of our trade difficulty read backwards. If the water is liquidated we 
will find that as the anesthesia wears off the pain of our competitive reality 
will become unbearable. Our war activities have concealed the fundamental 
cause of our dismal trade showing.

The time has come when even the false trade statistic issued these many years 
by the Department of Commerce can no longer conceal the bare bones of our 
discomfiture. The facts are showing through the layers of concealment. They 
show that even under the misleading system of statistics foisted on the public 
our trade balance has shrunk staggeringly during the past several years. From 
an export "surplus" ranging from $4 billion to $7 billion a few years ago, we 
fell to a bare $300 million in 1968 and then recovered to about a billion in 1969. 
Here was a shrinkage ranging from four to six billion dollars in a very few 
years.

If the statistics were published in a manner that would reflect our true 
competitive position. Foreign Aid, Food for Peace and highly subsidized agricul 
tural shipments would not be shown as true exports. Eliminate these shipments 
and our balance falls by some $2.5 billion a year. Then if we valued our imports 
on What they cost us laid down at our ports rather than at their value at the 
foreign point of shipment, another $3 to $3.5 billion would be subtracted from our 
"surplus". In other words, instead of a trade surplus we would have faced a deficit 
in the mangnitude of $5 or $6 billion in 1969, as measured by competitive exports 
against c.i.f. imports (i.e. foreign value cost plus insurance and freight).
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While the Department of Commerce now admits to a badly shrinking trade 

balance it continues to conceal the .true state of our trade disaster. It still claims 
a trade surplus, in place of a gaping deficit. This posture obscures the true state 
of affairs and represents a disservice to those who seek a remedy for the perilous 
state of many of our industries in the face of import competition. It underpins 
an indefensible policy of further tariff cuts and further attempts to bargain for 
removal of nontariff barriers.

The fact is that if our exports of machinery and aircraft and chemicals are 
set to one side our trade in the remaining products makes a pitiful showing in 
deed. Yet, so far as employment is concerned, there are several millions more em 
ployed in the trade-deficit industries than in the trade-surplus sector.

Nor can it any longer be said that it is only the so-called 'labor-intensive' in 
dustries that are at a competitive disadvantage. Steel, automobiles, electronics, 
petroleum, office machines, etc, are not 'labor-intensive' in the usual sense 
of that term. They are 'capital-intensive', but we suffer some of our worst deficits 
in those very products.

This was one of those arguments on which the professors of economics feasted 
over the years. They were dead wrong. While trade deficits were experienced 
principally in glassware, pottery, fisheries, etc., it was said that it was only the 
'labor-intensive' and 'inefficient' industries that could not compete with imports; 
and no real effort should be made to save them. This attitude underlay the notion 
of extending adjustment assistance to industries that were seriously injured by 
imports. The way to the graveyard was to be made easier for them.

The fact that 'labor-intensive' industries presumably offered relatively high 
employment to American workers made no impression. They were to be sacrificed 
if they could not survive on their own. Yet many of these ardent advocates of 
adjustment assistance wore the robes of pro-labor identification. The trouble was 
that while they may have loved labor, they loved the import-export interests and 
internationalism much more.

Not long ago I put into the Congressional Record the market penetration 
achieved by imports of both 'labor-intensive' products and 'capital-intensive' 
products. We are on the short end in the import-export balance in a number of 
large industries: automobiles, petroleum, steel, textiles; but also in numerous 
other industries that in the aggregate come to a large total: footwear, office ma 
chinery, including typewriters, calculating machines, etc., consumer electronic 
goods (radios, TV, recorders, record players), fisheries, hand tools, optical goods, 
fruits and vegetables (tomatoes, strawberries, melons, canned mushrooms), 
screws, nuts and bolts, cordage, cutlery, sewing machines, clocks and watches, 
mink, bicycles, bicycle parts, motor scooters, ladies' handbags, umbrella frames, 
toys, pianos, etc.

The list grows year after year. The market penetration goes deeper and 
deeper. With the tariff all but gone, there is nothing to stop the inroads other than 
insufficient production capacity abroad; and this capacity is growing very 
rapidly in some of the industrial countries.

Our own foreign investments are helping the expansion of foreign productive 
capacity. Our machinery and equipment has helped toward the vast technological 
improvement that has characterized foreign production in the past decade or two. 
We are reaping the backlash from much of this foreign investment, including the 
building of plants across the border in Mexico and in Korea and Taiwan.

A trade policy that does not take the great changes of the past two decades 
cited hereinto into account represents a ticket to commercial defeat for this 
country on the scale of a veritable debacle.

Our high production costs today have opened the entire American market to 
foreign imports. Just listen to the percentages of our market that imports took 
over last year:

Percent
Steel ___———————————————————————————————————————— 13
Automobiles ———————————————————————————————————— 18
Woolens __————————————-.—————————————————————_— 26
Television sets 1——————————————————————————————____— 30
Shoes _—————————————————————————————————————— 33
Sewing machines—————————————————————————————————— 40
Sweaters —————————————————————————————————————— 42
Electric calculators————————————————————————————_——— 73
Table radios___-_———__——————————————————_—____ 80
Tape recorders...—————————————————————————————_______ 90
Portable radios——————————————————————————————____— 95

* The data for television sets Is not current. There apparently will only be one U.S. 
manufacturer of color television sets produced domestically within one year.
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At this point, I want to present the hard rock facts concerning the serious 
position the marble industry is in.

No other industry to my knowledge, has tried to live up to the pro-forma logic 
of the free trade advocate.

The American Marble Industry for years adopted a policy of buying marble 
blocks for processing in the U.S.

This gave true meaning to foreign free trade. We purchased products we did 
not have, to make available to consumers a choice of any marble selection from 
every part of the world.

This allowed our builders and designers to use in our fine buildings the proper 
colors and types of marble best suited the job to be done.

However, with our financial help in many cases, foreigners were able to extend 
their finishing capabilities, and starting in 1956 the importation of uncut marble 
blocks fell from a 150 million to practically nil while the fabricated marble, the 
bread and butter of industry, rose from 125 million dollars to over 1,400,000 
dollars.

This turn of affairs has forced many U.S. producers to become in a sense, agents 
for foreign producers, killing off our domestic production and jobs.

Mr. Chairman, at this time I would like to submit for the record correspondence 
with Roy E. Mayes, Jr., president of the Carthage Marble Corp., plus a short 
report by the corporation.

CABTHAGE MARBLE CORP.,
Carthage, Mo., May 12,1910. 

Congressman JOHN H. DENT, 
RayT>um Building, Washington, D.C.

DEAR CONGRESSMAN DENT : Again we are fighting against cheap foreign marble 
imports. The imports are steadily increasing as the revised graph shows, and 
the problem is now become acute.

Last year we sustained a loss of over $113,000. A large part of this loss is 
due to a decrease in our total sales. This is in spite of the fact that there was 
more marble used last year. The American marble producers do the promoting, 
detailing, and estimating then the foreigners undercut us 20-25% on the finished 
price.

Our plant people are working their hearts out to make us as efficient and 
productive as possible. Their attitude and perseverance is really outstanding 
though even now they are becoming discouraged. It is truly disheartening to 
witness the death of one of the few remaining artistic crafts remaining in this 
United States . . . especially knowing that our own government has and is con 
tinuing to contribute to this defeat.

In the meantime, our wheels are grinding to a stop. We plan to close our 
Batesville, Arkansas quarry and our Little Rock finishing plant as soon as they 
have completed their orders on hand. We are probably going to have to close 
our large No. 8 Plant at Carthage in the next few months unless things change 
considerably. This will result in the loss of between 125 to 150 jobs. Further 
reductions will probably be necessary later.

Vermont Marble Company has recently been forced to close their San Francisco 
and Dallas plants. I have just spoken to Mr. Locarni and his shop is practically 
out of work. So, you can see that it is not necessarily just Carthage that is 
having problems. I see in the Wall Street Journal article that the Textile and 
Footwear Industries may possibly get some relief. Is it possible that we would 
be included in a similar or some other protective tariff bill?

It is a real tragedy to me to let our fine people go, especially when our area's 
unemployment is so high. We are having people apply for jobs daily from 
points as far away as thirty miles from our plant. Some of our fellows drive 
that distance now.

I was shocked to read the Wall Street Journal article recently which can do 
nothing but compound the situation for the American marble producers. I have 
attached the article regarding Montedison, a division of which is Italy's largest 
marble producer. You can now see that one of our biggest competitors is becom 
ing nationalized. We believe that similar situations exist for other Italian marble 
produces. "We cannot compete with the cheap Italian prices and. a government 
owned company ! !

I am enclosing other inforamtion that I hope will bring you up to date. We are 
hoping to testify before the House Ways and Means Committee.
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As you know, we have been corresponding with legislators and testifying 

before committees for over four years about our problem. We have a new study 
to present in about one week, which is being prepared by Tyson, Belzer and 
Associates, Inc., a Washington research firm. This should further substantiate 
the damage in dollars and cents, and we will certainly forward a copy to you as 
soon as it is available.

I have the feeling that we are getting nowhere at all and that perhaps we are 
really too small to attract any attention. Would you advise us to continue our 
efforts in hope of getting some relief, or would you be kind enough to suggest 
perhaps a different attack? We have always appreciated your honest forthright 
approach, and we certainly look forward to hearing from you. 

Sincerely,
ROY E. MAYES, Jr., President.

JUNE 4,1970. 
MB. ROY MAYES, JR., 
President, Carthage Marble Corp., Carthage, Mo.

Dear Roy: I very much appreciate your letter and the enclosures concerning 
the marble importation problem.

I plan to make a presentation to Congress within the next week or ten days, 
and will send you a copy of my remarks at that time.

While greater attention is paid to shoes, textiles, glass, etc. it is the smaller 
industries such as the marble industry, that really suffers. I have known for 
a long time, and have preached a much, that the seriousness of the import 
problem was in the area of employment of the smaller industries.

I am appearing before the House Ways and Means Committee and will cover 
much of the material in your letter and enclosures, because most of the arguments 
contained therein can be used for 90% of the American Industries at this 
moment.

I agree with you that if we do not do something soon we will be headed for 
industrial, as well as political oblivion. What they do not know is that when you 
close down a plant and lose 125 to 150 jobs in a small industry it means extinc 
tion, because there is no history of a reopening of this type of industry once it is 
closed down.

Recently, a glass plant in my territory closed and the area lost 650 jobs. For 
years I had protested glass imports, but no one listened and now it is too late for 
the little plant in my district. I don't want that to happen to the marble industry, 
and am praying people will listen this time.

Roy, the best thing for you to do is have all the marble people write their 
Congressmen and Senators and express their concern. If enough fuss is raised 
maybe we can get some beneficial amendments on the floor. The more people we 
can get to listen and be made aware of this critical situation, the better our 
chances are. You know you have my interest and my vote.

With kindest regards, I am 
Sincerely yours,

JOHN H. DENT, Member of Congress.

APRIL 29,1970.
CARTHAGE MARBLE CORP.

INTER-OFFICE MEMO

From : CHARLES T. YARBROUQH, Vice President. 
To: ROY B. MATES, JR., President. 
Subject: Foreign imports.

The situation is becoming chaotic. Here are some late figures that are alarming 
me. During the period January, 1961 to August, 1969, we bid approximately 
$4,348,423.00 of marble work on which we were undercut roughly $791,593.00 
by cheaper foreign prices.

Because imports were substantially cutting into our market and since this 
trend was rapidly increasing, we were forced to bid on foreign units. Effective 
August, 1969 since we were no longer competitive, we stopped bidding on domestic 
unit prices on many jobs and started requesting quotes from foreign firms.

During the period August, 1969 to April, 1970, we have bid $1,144,249.00 of 
imported jobs. When you compare this with $4,348,423.00 for the previous eight 
years you can see the skyrocketing trend.

Attached is a list by job name for years 1961 through 1969 and Mr. DeH'Amieo's 
recap for the period August, 1969 through April, 1970.
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JOBS LOST TO FOREIGN FABRICATORS. JANUARY 1961 TO AUGUST 1969

Job

Bank of San Angelo, Tex... _ .... _ ...... _ ....... _ .
Sheldon Memorial Art Center, Lincoln, Nebr... .................
Memphis City Hall, Memphis, Tenn __ __ _ . __ ... __ ... 
Lassen Terrace Plaza Building, Wichita, Kans.. _   ......    .
First National Bank, Dallas, Tex.-... _ .. __ _ ...........
Howard Mausoleum, Denver, Colo _ _ .... __ ..............
National Shrine Immaculate Co., Washington, D.C.. __ _ . _ .
Bank and trust, New Iberia, La..... .... _ _ ......    .....
Bank, Raceland, La. _ __.._     ........._.  ..........
Mausoleum of Lakewood Cemetery, Minneapolis, Minn.... ...... 
Texas A. & M. Library Building College Station, Tex... ..........
San Angelo National Bank, San Angelo, Tex.... _ ...... _ .
High school phases 1 and 2, Lubbock, tex... ..___.-  ---------
American Savings A Loan, Dallas, Tex.. _ ... ..... __ ....
Memorial, Fort Worth, Tex...... .............................
Savings and loan, Midland, Tex...... __ .......   .. ..    .
Mausoleum, Amarillo, Tex ___ ___ ___ __ ...... _ _.
Bank, Waxanachie, Tex... ...................................
Savings and loan, Dallas, Tex.... .............................
Noel Page Building, Dallas, Tex _ ............ ..............

Teaching hospital, San Antonio, Tex _ _ _ _. _ _ _ . _ .... .
School, San Antonio, Tex _ ..................................
Vaughn Building, Midland, Tex _____ _ .. ......... _ . 
Methodist Hospital, Houston, Tex....    ...... ..............
Bank building, Monahans, Tex.-. .............................
Elemjem Art Center. _ -... _ .. ___ .... . ... __ .. _ .

Our bid

...... $267,279

...... 1,100,000
237, 000 

....... 128,000

....... 1,100,000

....... 52,000

....... 575,000
...... 21,000
...... 20,000

241, 385 
...... 37,000
.-...._ 250,000
...... 3,900
...... 1,000
...... 2,100

19,500
...... 17,250
...... 35,000
...... 3,800
...... 17,900
...... C)

....... 16,000
2,000

...... 4,600 

...... 65,000
28,000

...... 103,709

Foreign bid

$225, 000
850, 000
190, 000 
89, 500

850, 000
41, 200

452, 000
15, 000
14,000

196, 500 
27, 000

245, 000
3,000

930
1,500

17, 000
13, 000
29,000
3,200

16, 300
102,000 ...

15, 000
1,700
4,200 

50, 000
22, 000
82, 800

Percent
under us

16
23
20 
30
23
21
22
29
30
19 
27
2

23
7

29
13
25
17
16
9

6
15

9 
23
22
18

Total..........................._.........._............... 4,348,423 3, 556,830 28.2

1 Slab price. 
! Average.

TOTAL BIDS ON PROSPECTIVE JOBS

Period
Total amount of 

Number of jobs jobsite U.S.tons

Total. 120 »1,144,249 2,567. 0

Metric tons

..... 12

..... 8
$597, 857

546, 392
1, 259. 2
1, 307. 8

1,142.4
1, 186. 5
2,328.9

1 Names of individual jobs available if required.
1 We did not figure a price for domestic fabrication as we could not be initially competitive.

Mr. Chairman, the importance of this latest report is the statistical data on 
non-rubber footwear.

SHOES
First showing the increased importation from 1969 to 1970 of 19% or a total 

of 233,670,000 pairs. This is better than one pair of shoes per person in the U.S. 
Many of the buyers of the lowest priced imports are in the low-income brackets, 
buying no more than one pair of shoes per year. This group then for all intents 
and purposes is no longer available as customers for U.S. shoes. Another serious 
part of this presentation, is from census data detailing F.O.B. average value per 
pair a against estimated retail sales price. You will note that foreign shoes pur 
chased for $3.87 turn up on the U.S. market shelves selling for $15.48 a pair. 
A $.56 Taiwan shoe will sell for $2.24 and a Japanese $.87 shoe will sell for 
$3.48. A reading of the attached data will show two good reasons for U.S. loss of 
shoe production.

A. The cost of producing foreign shoes hardly meets the fringe benefit 
costs to U.S. manufacturers forgetting altogether the wage costs.

B. The percentage and dollar mark-up for distributors, wholesalers, and 
retailers, make it more profitable to push foreign shoes.

While the argument of the doctrinaire free-trader begs for the right of the 
consumer to buy cheaper goods, they fail to equate our selling prices with higher 
wages demanded by the same consumers on the extremely high profits made
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by foreign product distribution and sales. While the consumer may save a few 
dollars on his foreign product purchases, the end payments for unemployment, 
added federal subsidies, and loss of tax income to local, state, and federal gov 
ernments, from excessive penetration of our domestic market creates a doubt as 
to which is cheaper for the consumer in the long run.

IMPORTS——FIRST FOUR MONTHS 1970

In April 23, 137,873 pairs of non-rubber footwear, valued at $44,972,072, were 
imported into the U.S. market, bringing the total imports for the first four 
months of 1970 to 91,828,200 pairs. A simple multiplication of 3 will give you a 
fair idea of where imports are headed this year. Our more refined estimate for 
1970 imports is 233,670,000 pairs which would represent a 19% increase over 
1969. In 1968 imports represented 21% of the total supply (the addition of 
domestic production and imports) ; in 1969, 25%; and in 1970, Imports could 
represent 29% of the total U.S. market.
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DOLLAR VALUES OF IMPORTS (F.O.B. AND ESTIMATED RETAIL)

Leather imports, April 1970:

1969 imports, selected foreign sources:

Italy...............  ... ...........................

F.o.b. average 
value per pair

................... $3.87

................... 2.72

................... 1.25

................... 3.55
  .-_.......-   - 3.23
................... .87
--............-.--. .56

Estimated 
retail ' value 

per pair

$15.48
10.88
5.00

14.20
12.92
3.48
2.24

1 On the average, retail prices of imports have been running 4 or more times the foreign f.o.b. values reported by Census 

TOTAL IMPORTS OF OVER-THE-FOOT FOOTWEAR

4 months, 1970
April 1970 
(in thou- 

Type of footwear sands pairs)

Other leather (including

Wood.. — ...................
Other, not elsewhere specified. .

Rubber-soled fabric uppers _ -
Grand total, all types..... ...

22,282.5
12,639.2
3,241.3 
8,310.3 

859.1 
37.4

191.1
13.9 

9,629.4
1,431.8 
7,222.6 

821.0 
154.0
855.3
391.7 
394.2 
69.4

23, 137. 8 
4,246.1

27,383.9

Percent 
change, 

1970/1969

-15.7
-18.5
-19.1 
-19.1 
-10.3 
-52.0
+1.0
+1.5 

-11.8
-14.2 
-10.7 
-22.0 
+33.8
+22.5

+119. 1 
-11.7 -4.8

-14.7 
-21.4
-15.8

Thousand 
pairs

88,796.1
48.319.1
11, 805. 2 
32, 396. 3 
3,017.6 

232.2
867.8
51.9 

40, 425. 1
5, 132. 7 

31,316.9 
3,370.1 

605.4
3, 032. 1
1, 126. 2 
1,620.7 

285.2
91,828.2 
15,554.3

107, 382. 5

Average - 
Value (in value 

thousands) per pair

$178, 449. 0
148, 106. 9
47,295.1 
93, 497. 6 

4, 017. 2 
199.0

3,098.0
127.8 

30,214.3
5,531.3 

22, 192. 2 
2, 121. 3 

369.5
3, 876. 1
2,718.2 

818.9 
339.0

182, 325. 1 
11,845.1

194, 170. 2

J2.01
3.07
4.01 
2.89 
1.33 
.86

3.57
2.46 
.75

1.08 
.71 
.63 
.61

1.28
2.41 
.51 

1.19
1.99 
.76

1.81

Percent Change, 
1970/1969

Pairs

+27.5
+28.3
+11.5 
+35.6 
+27.1 
+7.3

+44.0
-14.9 
+26.7
+75.1 
+22.8 
+17.7 (')

+52.9
+260. 5 
+14.1 
+13.4
+28.2 
+2.6

+23.7

Dollar 
value

+37.0
+37.0
+21.9 
+48.3 
+15.3 
-26.9
+23.4
-1.0 

+37.4
+76.4 
+32.0 
+20.1 
+34.8
+99.6

+270. 4 
-13.7 
+30.8
+37.9 
+11.6
+36.0

i Not classified.
Note: Details may not add up due to rounding. Figures do not include imports of waterproof rubber footwear, zories 

and slipper socks. Rubber-soled fabric upper footwear includes non-American selling price types.

Source: American Footwear Manufacturers Association estimates from census raw data.

Mr. Chairman, at this time, I would like to submit a fact sheet on the textile- 
apparel footwear trade bill, plus three excerpts from the Congressional record 
regarding our trade policy in general.

PACT SHEET ON TEXTILE-APPAKEL-FOOTWEAB TRADE BILL

Imports displace jobs
Ten years of rising textile-apparel imports, reaching a level of 3.6 billion 

square yards in 1969, equal a quarter of a million American jobs according to 
research analyses. In the first months of 1970 imports continued to rise to an 
annual rate of nearly 4 billion yards.
Why legislation is needed

In addition to the 250,000 jobs already absorbed by textile imports, actual 
employment in the textile-apparel industry fell off 65,000 during the past 15 
months. No effective means exist for controlling the situation.
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Present law and the General Agreement on Tariffs and Trade (GATT) have 
proved ineffective in preventing large-employment industries from being vic 
timized by market penetration tactics of foreign producers. President Nixon 
termed textiles a "special case" in February of 1969 and the United States sought 
an agreement among foreign nations to curb their shipments to this country in 
the best interest of international economic and diplomatic relations.

These efforts were to no avail. They met with resistance and delay, primarily 
from Japan. World's leading textile exporter, Japan funnels 25 percent of her 
direct shipments to the United States (substantial indirect shipments are made 
by Japan via Korea, Taiwan and other Asiatic nations).

After months of discussions and more than 100 meetings, negotiating sessions 
and trips by officials at many levels to many places, a Japanese aide-memoire 
received by the State Department in March, 1970, was totally unresponsive to 
U.S. proposals. Secretary of Commerce Stans termed it a "negative reply" and 
a "major disappointment".

As the only alternative, Congress has now moved to consider means of assur 
ing that imports will be kept at reasonable levels so as to halt further large- 
scale transfers of production and jobs to foreign lands.
What the 'bill proposes

The legislation places emphasis on encouraging negotiated agreements, by 
imposing specific import limitations only on those nations which do not enter 
into negotiated agreements with the United States. Present agreements and any 
negotiated before and after the bill is passed will be honored.

Only those countries which refuse to negotiate agreements would be subject 
to specific limitations on their shipments to the United States of textiles, apparel 
articles and footwear. These limitations would be set, by category, during 1970 
to equal the average amounts that entered the United States in 1967-68; after 
1970 the permissible level of imports would be adjusted up or down annually 
to reflect increases or decreases in domestic consumption.

The bill also includes new escape clause and adjustment assistance provisions' 
which make it easier for other injured industries and employees to achieve 
more effective relief than now available. . .

EMPLOYMENT DECLINE

One reason for the current effort to enact the new law is alarm over the rapid 
drop in employment. Textile jobs fell from 1,000,000 in January, 1969, to 964,000 
in March, 1970. Apparel industry employment slumped during the same period 
from 1,424,000 to 1,395,000—a total loss of 65,000 textile-apparel jobs since the 
beginning of 1969.

While textile imports soared from 1959 to 1969, textile employment failed to 
keep pace with the growth of all American manufacturing industries. Non- 
agricultural employment expanded 31.5 percent, eight times faster than textile 
jobs.
Successive high marks

During the 1959-69 period, the dollar value of textile-apparel imports rose 
from $744 million to $2.1 billion. Volume-wise (yarn, fabrics and apparel ar 
ticles of cotton, wool and man-made fibers converted to equivalent square yards), 
imports increased from 976 million yards in 1959—then an all-time record— 
to 3.6 billion in 1969 and a current annual rate of close to 4 billion.

Most of the increase originated in Asia and consists of products manufactured 
from man-made fibers. These rose from 151 million yards in 1959 to 1.7 billion 
in 1969, a jump of 1080 percent. In terms of dollars, the increase was from $61.2 
million to $695 million. In 1969, the import volume of -man-made fiber products 
exceeded cotton textiles for the first time in history.

Wool textile imports over the 10-year period doubled in both value and volume, 
from $190 million to $406 million, and from 90 million yards to 170 million. One 
of every four yards of wool products currently sold in the United States is of 
foreign origin.
Trade deficit grows

The United States has not had a favorable textile trade balance since 1957. 
In that year textile imports started to exceed the amounts of textiles and ap 
parel exported from the United States to other countries. Since 1959, the deficit 
has grown seven-fold to a record $1.37 billion in 1969. More than one-third of 
the deficit ($525 million) consists of textile-apparel imports from Japan alone.
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Wage-cost contrasts
Items made abroad at wages far below the legal U.S. minimum give foreign 

producers cost advantages that cannot be overcome even by superior American 
efficiency. Hourly earnings of American textile employees, exclusive of fringe 
benefits, average $2.43. Hourly rates average 45 cents in Japan; 11 cents in 
Korea; 11 cents in Taiwan; 25 cents in Hong Kong. (Japan sends fiber, yarn 
and cloth to such countries as Korea, Taiwan and Hong Kong to be made into 
apparel and then shipped to the United States market.)
Wage gap widens

The wage disparity between the United States and Japan is widening. In 
hourly earnings, the gap in 1960 was $1.44; by 1909 it had broadened to $1.98, 
giving overwhelming competitive odds to the Asiatic textile nations.
Accepted in principle

The United States, Japan and 29 other textile nations currently are parties to 
the GATT Long-Term Arrangement for Trade in Cotton Textiles (LTA), nego 
tiated under the leadership of President Kennedy. This agreement established 
the principle, accepted by Japan and all others, of maintaining an orderly in 
ternational trade in cotton textiles. Because the LTA was not geared to dramatic 
changes that ensued in fiber consumption, it became outmoded. It was during 
the LTA period that imports of man-made fiber products surged more than 
1000 percent. The textile-apparel-footwear trade bill corrects the LTA's defi 
ciencies by covering textiles and apparel of all kinds of man-made fibers and 
wool as well as cotton.
Plant expansion down

In the past, when government actions created confidence, the textile industry 
invested heavily in the future. For example, outlays for new plant and equip 
ment rose from $500 million in 1982, when the LTA became effective, to $820 
million in 1966, according to records of the Securities and Exchange Commission 
and Department of Commerce. Since that time, with imports rising at a runaway 
rate, capital investment has declined to $630 million.
Price performance

Opponents of import controls argue that consumers will be denied low-priced 
foreign products. This is disproved by the fact that cotton textile imports doubled 
and price levels remained 'low during the LTA control period. Wholesale prices 
of all textile products have increased just 1 percent above the 1957-59 average 
despite a 58 percent rise in textile wages. The same period saw a 13 percent in 
crease in the all-industrial commodities index of the Bureau of Labor Statistics.

By contrast, prices of silk products have leaped 69 percent since 1957-59. 
Japan has virtually total control over silk textile production. This would illus 
trate that when control of a major part of a product line is held by foreign 
interests, provisions of U.S. law for the protection of consumers and employees— 
antitrust regulations, prohibitions against conspiracy to fix prices, wage and hour 
requirements, and the like—do not prevail.
Economic cornerstone

One of every nine U.S. manufacturing jobs is in textiles or apparel. The textile- 
apparel industry itself employs more than 2 million people and meets a $10 
billion annual payroll. It also creates work for some 2 million more in enterprises 
that supply materials and services. Each year the industry buys $4 billion worth 
of fibers, including all domestically produced wool and two-thirds of the output 
from 300,000 cotton farms. It spends $600 million for chemicals and dyestuffs; 
$420 million for power and fuel; $240 million for packaging products; $100 mil 
lion for trucking services. It generates more than $2.5 billion in federal, state 
and local government tax revenues.
Operations in every state

With plants in all 50 states, the textile-apparel industry ranks as the nation's 
largest rural manufacturing employer. (It is also the largest employer in New 
York City, owing to that city's 224,000 apparel workers.) The nature of its opera 
tions enables it to provide work for large numbers of men and women at all levels 
of skill. One of every four jobs in Appalachia is in textiles, apparel or footwear. 
Women comprise 45 percent of the textile labor force and 80 percent of apparel 
workers, compared with an all-manufacturing average of 27 percent.
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When government programs are being pushed to eradicate poverty by creat 

ing job opportunities, the social and economic implications of a vigorous large- 
employment industry such as the textile-apparel complex become apparent. More 
jobs would ease the problem of rural-to-urban movement, increase opportunities 
for poverty victims in city areas, and open the way for minorities to gain their 
first industrial experience.

Since 1960 the textile industry's employment of Negroes has advanced four 
times faster than the national average for all manufacturing to a current level 
of 12 percent, compared with an all-industry average of 10 percent.
•Job potentials

The United States ranks near the top among nations of the world depending on 
manufacturing activity for employment of its labor force. According to Interna 
tional Labor Organization data, 40 percent of the total U.S. labor force is employed 
by industry, in contrast with a world average of 19 percent, 28 percent in Japan, 
and 38 percent in Europe. To provide sufficient job opportunities for the great 
numbers of people involved, an increasingly wide range of manufacturing opera 
tions—not less—will be essential. The textile-apparel industry can fulfill its 
unique potential in this regard only if the important problem is promptly re 
solved.
Raw vs. manufactured products

In light of future needs for more industry employment, it is more important 
to consider the nature of trade deficits than their size. Japan, for example, 
bought $3.5 billion worth of products from the United States in 1969; the United 
States bought $4.9 billion worth from Japan. The vast majority of Japan's im 
ports consisted of raw materials with minimum labor value. Japan buys non- 
competitive products and transforms them into goods of high labor content.

What Japan sells in America is competitive manufactured items that displace 
U.S. production and jobs. They make heaviest impact on textile mills, apparel 
plants and shoe factories whose payrolls provide economic vitality for hundreds 
of American communities.
Cartel practices

Supported by special financing and zaibatsu (cartel) practices that would be 
illegal if engaged in by American manufacturers, textile producers of Japan pur 
sue programs of subsidized "penetration pricing" to seize segments of the Ameri 
can market. They have no obligation of legal or moral responsibility toward em 
ployees, consumers or communities of the United States.
Long-range solution

The textile-apparel-footwear trade bill is aimed at no particular nation. It 
does not require that imports be shut off or that fixed limits be imposed.

The bill seeks only reasonable restraints on textile, apparel and footwear im 
ports so that foreign producers and the domestic industries alike may have 
equitable access to the United States market.

The import controls would be made flexible, to give foreign nations the oppor 
tunity to compete for larger portions of the American home market as it is 
further developed by the ingenuity and promotional efforts of United States 
industries.

The bill provides a framework for a long-range solution of the years-old 
import problem of the textile, apparel and footwear industries, as well as the 
deteriorating United States balance of trade. By leading to more evenly distrib 
uted international commerce, its effects would accrue to the long-term best in 
terests of all nations.

[From the Congressional Record, Mar 10, 1970]
Mr. DENT. For may years the textile, glass, and coal industries have led the 

fight for a reasonable approach to the demand for all-out free trade between 
nations.

In the early days, proponents of free trade used our own free trade—barrier 
conditions between the States. Many argued that this free trade between States 
was the real basis for our phenomenal growth both industrially and agricul 
turally.

This could have been true since we have a common money, common laws on 
labor and industry, common courts, and above all a set of laws that are at least 
a restraint on monopoly, marketing, price fixing, profiteering, franchising, and



3134

other protectionist statutes such as antitrust or cartel-type agreement that elim 
inate competition.

Much water has flowed over the dam since the free trade movement became 
this country's stated goal in international relations.

While we can point to figures with pride in our years of world supremacy in 
trade we are now much like the old fighter who has had many winning bouts but 
ends up punch drunk and unable to comprehend that he is living in the past.

He jumps every time a bell rings and the "friendly" people around him applaud 
while he goes on shadowboxing.

We, too, as a nation appear to be punch drunk on trade, we jump to attend 
every conference, we get applauded but come away with, agreements that create 
greater losses in jobs, industry, services, and growth for our future needs.

The time finally must come when we must stop kidding ourselves and our trad 
ing partners.

First of all, Mr. Speaker, there is no tree trade policy between our 50 States. 
We have restrictions on imports from other States; in fact, we restrict interstate 
trade in many instances while we allow foreign imports to flow from State to 
State with no barriers on the roadway.

A simple illustration is the case of cigarettes and liquor.
Most States allow a tourist coming back to the United States to bring back 

a carton of cigarettes and a gallon of liquor—reduced to a quart by President 
Kennedy from some areas—but will confiscate your car, put you in jail, and 
assess a stiff fine if you get caught bringing these items in from other States.

Try to get around paying sales taxes for items purchased in one State and 
transported into another.

Up until recently, Americans could not receive relief or welfare unless they 
lived in a State for a specified period of time.

Our system worked because we had both the free movement of goods and the 
free movement of people. There are many restrictions today on both.

The glass industry is no exception; all labor intensified industries are vulner 
able and will, if not already hit, be hit by imports.

It cannot be otherwise. We promote foreign products as the official position of 
our State Department. Never in the history of the world have so few taken so 
much from so many in the name of peace, friendship, and misguided ideas of 
the U.S. economy.

Ask the 50,000 workers somewhere, in some home who are unemployed because 
50,000 Mexicans were removed from the unemployment rolls by our State Depart 
ment promotion to move industries from this side of the Rio Grande to the 
other side.

Let us take a look at the facts:
Just 3 years ago the State Department and Mexican officials worked out a 

hush-hush agreement, known only in the area of the activity for a long time. It 
would not have succeeded if labor had knowledge prior to the settlement of a 
sizable number of industries in the so-called Pronef territory.

This agreement called for U.S. concessions to U.S. manufacturers and proces 
sors allowing the exporting from the United States of components to a 12-mile- 
wide strip the entire length of the Rio Grande and including all of Baja 
California for assembly and final manufacturing free of triff restitutions, with 
certain tax allowances given by the Mexicans.

The Journal of Commerce calls this "the biggest bargain ever negotiated 
between the two countries."

Let us examine this bargain and then decide who got the "Mexican hayride. 1 '
We lost 150 U.S. plants now situated in Mexico.
We created 50,000 Mexican jobs.
We lost 50,000 U.S. jobs.
We must export all products from Mexico.
No products produced in Pronef can be shipped into other sections of Mexico 

tax or tariff free.
Our country charges a specially designed border tax upon added value, based 

upon low-waged Mexican workers added value.
Millions of U.S. dollars flow into Mexico because of added curiosity and tour 

ism.
For awhile Mexican labor crossed over into the United States to spend 40 to 60 

percent of their earnings because of the lack of facilities and goods in Pronef. 
This is fast disappearing and even U.S. service industries are following the U.S. 
golden eagle across the river.
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Soon the area will be completely supplied with all its needs to keep every U.S. 

dollar that skips across the river.
The electronic, garment and clothing, textile industries, and food processors 

are the vanguard of passengers on the "Mexican hayride."
Thanks to our State Department and mistaken U.S. border city officials, there 

will be plenty of room for many more of our light industries.
We know that the agriculture workers in the Rio Grande Valley have felt 

the sting of unemployment because of the "green card" imported workers who 
work for much less. This is true in the grape vineyards of California and is the 
main reason for the disastrous long strike in the grape areas.

My committee has been authorized to make a study for Pronef. We will do so. 
What we report may or may not change the course laid out by the State De 
partment.

Whatever else it may do one thing is sure, we will bring back a factual report 
and let Congress make the decisions.

I said before that the warning of President Roosevelt has been completely ig 
nored. He admonished against "tying U.S. trade to the will of the whisp of 
foreign diplomacy."

We have to learn the hard way. We are not satisfied with the lessons of history.
Foreign imports force automation in the industrial complex before the need 

for products can supply the market with consumption. Imports reduce and lower 
the quality of U.S. products. The foreign producer can produce a better product 
with a much lower cost. We cannot compete on products requiring the same man- 
hours for production. We are therefore forced to increase production and this 
requires more automation with a greater loss of quality.

This is proven by the almost complete take-over of the U.S. transistor market 
by Japan. This is true of upright pianos, a relatively new victim to our free trade 
policy. In 1900, we imported 4,200 pianos, Japan then jumped into the U.S. dump 
ing market and in 1969 we imported 29,000 pianos—equal to our entire consump 
tion. Japan exported 94 percent of this total to the United States. Recently the 
President gave a 2-percent increase in tariff to the piano industry, as well as a 
promise of financial aid—out of the taxpayer's pocket—to both labor and 
industry.

In my humble opinion, this award was a concession to political power, not 
economic reasoning. It can not be anything else; it will not have the piano 
industry that must pay at least the minimum wage of $1.60 an hours for 40 hours 
and $2.40 for all over 40 hours as against Japanese wages ranging from 18 to 
63 cents an hour and no overtime pay. In the same breath, the President denied 
tariff relief to the flat glass industry, but did promise to pay the workers for not 
producing glass, and damages to the industry no longer able to produce glass in 
competition with Belgium, Russia, and others.

Mr. Speaker, I was young in politics when President Roosevelt was raked over 
the coals by the critics because he paid American farmers for not growing crops 
and for what was called "plowing under pigs."

What is the difference between that and paying both industry and labor for 
not producing goods that have a market and are consumer goods that we must 
have to exist. No other nation will allow this to happen, nor should they. Every 
nation must look unto itself for its welfare, just as all human being went. A 
helping hand is one thing, to help a man help himself is one thing, but to starve 
your family is not the way of life for either nation or human.

To share is one thing, to give what you have in excess is one thing, but to take 
away a man's opportunity to the self respect of a job; to give him relief without 
working is a most serious and dangerous thing to do.

I believe every industry, every service, every product, must be considered as an 
individual case or problem in international trade.

The rules must not allow the employment of one worker at the expense of the 
unemployment of another. Dollar balances of trade do not measure the true 
values of a trade policy. The only thing that counts is whether or not a nation 
can afford to use trade as a tool of diplomacy without regard to the exact sciences 
of the economics of employment and consumption, taxation, and services.

Nothing takes the place of a job, from the bottom to the top rung of the ladder, 
than we climb in our few years on earth. We created departments of Government 
so that each in its sphere of actuality and interest would promote the well being 
of our Nation.

The Labor Department, Commerce, HEW, Defense, State, and the many com 
missions and bureaus of Government are supposed to make decisions in the areas 
designated by the Congress or the Constitution.
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What is happening is another picture. The State Department completely and 
without interference has taken over the Commerce Department functions on 
international trade, it sets tariffs, gives quotas, bankrupts one industry and 
makes others prosperous, takes a steelworker's job so that a cottonworker can 
work. The State Department runs our wars, our money policies, and in fact pulls 
most of the strings that makes the puppets move and perform.

Let us look at the recent action by the State Department in demanding that the 
Metro Authority in the District of Columbia get rid of its buy American policy. 
I quote from the Washington Post:

STATE DEPABTMENT HITS METRO ON BUYING 
(BY JACK EIBEN)

Washington Metro subway system, already caught in a crossfire of federal 
policies on freeways and racial hiring practices, was plunged yesterday into a 
new controversy involving U.S. foreign economic policy.

The State Department asked the directors of the Washington Metropolitan 
Area Transit Authority to drop the agency's "buy American" policy and base 
its millions of dollars of purchases "on purely commercial considerations."

Domestic purchasing restrictions, wrote Philip H. Tresize, assistant secretary 
for economic affairs, would "seriously handicap our efforts to eliminate trade 
barriers to American exports."

He asserted that measures such as that adopted by the Metro board in 1968 
are often cited during international negotiations as "indicative of a return to 
protectionism on the part of the United States."

"This would be paricularly true in the case of (Metro)," Tresize declared, 
"since its location in the nation's capital would attract special attention."

While letters from Tresize and a subordinate were being distributed, the 
board members had before them a recommendation from Metro's general manager 
urging that the present domestic buying restriction be retained.
******* 

Up to now, Metro construction contracts have provided that American materials 
must be used unless foreign-made items could be bought for 15 per cent less.
*******

"Such a (6 per cent) differential," Graham wrote, "will give a competitive 
advantage to domestic suppliers -but should not eliminate foreign competition 
in most situations."

The State Department letters and Graham's recommendation touched off a 
short but sharp debate, ending with a decision to vote on the issue next month.

Director Herbert E. Harris II, a Democratic Fairfax County Supervisor to 
whom one of the State Department letters was addressed, said he agreed firmly 
with President Nixon that trade barriers should be dropped.

"I'd like to get the cheapest price I can wherever I can get it," observed 
Alexandria City Councilman Nicholas A. Colasanto, an alternate director.
******* 

Mr. DENT. George Washington, the Father of our County, counseled against 
foreign entanglements. This meant above all, to keep from becoming dependent 
upon other nations for anything we could produce for ourselves. Is it not strange 
that on the eve of his birthday, a Department of State official dealt the taxpayer 
of America a crowning insult. I refer, Mr. Speaker, to the article, appearing 
in the Washington Post, Friday, February 21, which reports Assistant Secretary 
of State for Economic Affairs, Philip H. Tresize, as saying that the Washington 
Metro subway system's buy-America policy would seriously handicap the De 
partment of State's effort to eliminate trade barriers to American exports. He 
also asserted that measures such as those adopted by the Metro board are often 
cited during international negotiations as "indicative of a return to protectionism 
on the part of the United States," And, further, Mr. Tresize states that since the 
Metro is located in the Nation's Capital a buy-America policy would attract 
special attention. Mr. Speaker, I asked that the entire article from the Washing 
ton Post be published in the CONGRESSIONAL RECORD so that the taxpayers of 
America will know that there is now a new and concerted effort on the part of 
certain officials of the State Department to spend their money outside the 
United States.

At a time, Mr. Speaker, when this administration is leading the Nation into 
increasing unemployment, economic hardship for the business community, and
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added tax burdens for the citizens, I am appalled that there is a State Depart- 
metn official who is so naive as to believe that American exports are dependent 
upon the elimination of a buy-America policy.

It is also worth noting that the Washington Metro subway systems is currently 
involved in negotiations to insure democratic employment practices for minority 
groups. I would like to know how the State Department proposes to insure that 
when the taxpayers' dollar is spent abroad that fair and equitable employment 
policies will be followed and that the right of minority groups will be met.

Mr. Speaker, I suggest that Mr. Tresize and the Department of State could 
best serve this Nation by collecting some of the millions of dollars which they 
have too often half-wittedly squandered throughout the world.

We are just starting upon a program of cleaning up our environment. This 
will cost billions of dollars. If we do not challenge the State Department's policies 
on foreign purchases, let us forget the U.S. industries engaged in producing 
the equipment for purifying our air and water, our streams and cities.

At this time I want to announce that next week I again intend to air figures, 
some old, some new, on the impact of imports on our welfare.

Mr. Speaker, a recent news story called attention to the preposterous law 
suit against the Westinghouse Corp. by the Department of Justice, an antitrust 
suit charging Westinghouse with restraint of international trade because of 
a restrictive covenant in a licensing agreement between Westinghouse and two 
Mitsubishi companies in Japan. It appears Westinghouse granted the Mitsubishi 
Co. a license to manufacture under certain Westinghouse patents and designs 
certain equipment such as heavy road equipment and other items. The suit stems 
from the restrictive clause in the agreement whereby Westinghouse forbids the 
sale in the U.S. markets products manufactured under this agreement. Westing- 
house properly argues that this would open up its domestic market to like prod 
ucts produced in Japan at the lowest possible wages, thereby destroying the 
ability of Westinghouse to sell in the United States, causing thousands of Ameri 
can jobs to go down the drain.

Mr. Speaker, this is not an isolated situation. Many American companies pro 
tect their markets, both here and abroad, with limited licensing agreements. 
In fact, many Americans are manufacturing under licenses and agreements 
arrived at with foreign countries and foreign country corporations prohibit the 
export to the country of the parent compaines.

Mr. Speaker, nothing in this lawsuit will open up the foreign countries to 
American-made products. At this point I might say that if Westinghouse is guilty 
of this charge, then what is the State Department guilty of when they made 
an agreement with the Republic of Mexico in which they allow American in 
dustry to move across the Rio Grande River in what is known as the Pronaf 
Territory, an area 11 miles wide, the entire length of the Rio Grande, and all 
of the Baja area.

One of the restrictive covenants in that particular agreement is that none 
of the products which are manufactured in Mexico by American companies using 
Mexican labor at $1.70 to $3 a day is allowed to be sold in the Republic of 
Mexico. All of it must be returned to the United States for sale in the American 
market.

Mr. Speaker, if this suit is won by the American Government, I can predict to 
this Congress of the United States that within a 3-year period 40 percent of all 
the workers at Westinghouse will be out on the streets, they will be walking the 
streets unemployed. If it prevails and the favored-nations clause, as well as cur 
rent agreements, is put into effect by other countries getting the same right, 
we will have the greatest threat ever posed to the American workingman and 
the American free enterprise system.

Tho question then follows as to where, if these favored-nation clauses are 
invoked by other countries, we will be able to produce the consumer goods in 
this country when we are competing in an area of wage payments where in most 
instances around the world the fringe benefit charges against American pro 
ducers are greater than the wages and fringe benefits combined in any competing 
country anywhere in the world.

The fringe benefits in the steel industry alone under the contract with the 
steel workers are $1.60 an hour. The top wages paid in any steel-producing 
country that I have discovered on my trips with my committee looking at 
the impact of imports from foreign countries is $1.25 an hour.

We have another situation in this country that ought to awaken every 
Member of the Congress to the danger that we are in. For instance, in Japan
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once an employer employs an employee he is not permitted to discharge that em 
ployee. He is not permitted to lay that employee off from his work. Therefore, 
they have a permanent job situation. We in America have no such protection 
for the American workers, and they end up on either the relief rolls, extend 
ed manpower training programs, or under the new family maintenance bill that 
was passed by this House recently and is now over in the Senate.

I do not know whether we are just plain stupid, whether we are blind to the 
facts, or whether we just do not care.

Mr. Speaker, I predict, as the gentleman from Illinois, who is on his feet at 
this moment, said before our committee the other day during a committee hear 
ing in which we had the Secretary of Labor as a witness, that he definitely 
believed that the unemployment would reach five percent before the middle 
of this summer. ____

[From the Congressional Record, Mar. 3, 1970] 

THE TARIFFS AND ITS EFFECTS ON THE GLASS INDUSTRY

The SPEAKER pro tempore (Mr. MATSUNAGA). Under previous order of the 
House, the gentleman from Pennsylvania (Mr. DENT) is recognized for 60 
minutes.

(Mr. DENT asked and was given permission to revise and extend his remarks 
and include extraneous matter.)

Mr. DENT. Mr. Speaker, last week I spoke on this floor and discussed the 
possibility of some action by the President of the United States to give relief 
to the harassed glass industry of my area of the country. I noted also at that 
time that the President had given tariff relief to the upright piano manufac 
turers. A report came out of the White House, and I am sorry to say the report 
does not appear to be factual. I would not say that the President deliberately 
tried to fool the people of my State and the people of this great country as to 
what he did or did not do with respect to the glass tariff, but I will say that 
he succeeded in fooling them. The headlines in my own daily paper in my dis 
trict say that the President's decision helps the glass industry. The senior Sena 
tor of my State of Pennsylvania, Senator HUGH SCOTT, called the newspapers 
in my area and told them that this was a blessing for the glass industry, that is, 
the President's decision was a blessing, he reported. If Mr. SCOTT said that, then 
I am afraid Mr. SCOTT does not know the difference between a blessing and the 
last rites, because this spells the complete and final liquidation of the glass indus 
try in this country.

I believe the letter from Fred B. Zoll, Jr., representing Libbey-Owens-Ford Co. 
tells more eloquently than I the real danger in the President's decision.

I predict that the acceleration of the near liquidation of our glass industry.
We will always have an industry of course, we are just too big to die off 

completely.
The real threat is that the foreigners will have such a large portion of our 

glass market that we will be dependent upon foreign suppliers for the major 
part of our needs.

The letter follows:
LlBBEY-OWENS-FORD CO.,

Washington, D.C., February 9, 1970. 
Hon. JOHN H. DENT, 
Rayburn House Offl.ee Building, 
Washington, D.C.

DEAR MR. DENT : Many times in the past we have written to you about our 
problems in the flat glass industry in general and the sheet glass industry in 
particular. Though our success has been less than spectacular in achieving solu 
tions to our problems, through your good help we have continued to bring to 
the attention of those in government making decisions affecting us, the impact 
of government trade policies on our industry. The purpose of this letter is to 
bring you up to date on this situation and once again ask for your help.

Without belaboring the details, recently the Tariff Commission issued two 
reports (which were the results of earlier hearings) regarding the sheet glass 
industry. In both instances, the conclusions of the Commission were that imports 
have caused injury to our industry and some relief is urgently needed (i.e., 
return to the 1930 tariff level). These reports are now on the President's desk 
awaiting his action, which, by law, if his action is affirmative and meaningful, 
must be made by February 27.
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Since the issuance of the Tariff Commission's reports, industry representatives 
of management and labor have met with Mr. Flanigan and Mr. Colson of the 
President's staff, as well as the Trade Information Committee, chaired by Mr. 
Louis Krauthoff, to explain the full ramifications of the decisions which they 
are about to make.

Additionally, as those gentlemen involved already know, we have, through 
the good help of Senators Scott, Randolph, Baker and Bellmon, asked the Presi 
dent to meet with the Presidents of the corporations and unions, as well as the 
interested Senators, to give them an opportunity to explain fully to the Presi 
dent the conditions which have resulted in affirmative majority recommenda 
tions by the Tariff Commission.

We truly believe that this will be the last appeal we will make to you on 
behalf of the sheet glass industry if affirmative steps are not taken immediately. 
For an industry, in which imports supply nearly 32% of domestic consumption, 
which has lost over one fourth of its employees since 1964, there is no time 
left for continued debate. Suggestions and discussions of such remedies as 
adjustment assistance is mere quibbling over what sort of funeral will be afforded 
our industry over which government policies have decreed a death sentence.

We would indeed be grateful if, on our behalf, you would urge the President 
to take the steps indicated by the Tariff Commission reports. Such action, 
additionally, would reaffirm his dedication to the policies set forth in his recent 
trade message which stated that, an industry, to qualify for relief, should estab 
lish its qualifications through just such procedures as those which we have 
followed.

A data sheet of pertinent facts culled from the Tariff Commission reports is 
attached.

Sincerely Tours,
F. B. Zoix, Jr.

Mr. DENT. Mr. Speaker, 10 years ago I told this House that unless they did 
something about trade and tariff, something about the impact of imports, that 
they might find themselves in a Nation devoid of certain types of mechanical 
genius that we have been able to foster in this great Nation of ours.

Right now, today, I understand there is not a single watchmaker learning 
the trade. You cannot prosecute any kind of a war without watchmakers who 
do the fine work on bombsights and the other intricate mechanisms that go 
into a modern war machine.

Mr. Speaker, if we were at war with a nation, any nation in the world, we 
would gladly raise our standards and shoulder arms and go down fighting in 
order to save our Nation. What do we save when we go into a war? Do we go 
into a war just to fight and shoot and kill a man? No. We go into a war to protect 
our institutions, to save our factories, and protect the lives of our people and 
the right of our people to happiness and the (pursuit of happiness in an industrial 
economy and that means a job.

Here we have a new land of "invasion" from abroad. The President of the 
United States in his statement just last week said that we must make greater 
private investments overseas in order to help those countries get back on their 
feet and become independent. We wonder why, then, we have to take our money 
and put into these foreign countries with which to build factories and plants in 
order to provide jobs. Why, then, are the Japanese, the British, the French, the 
Italians, and the rest of them coming here putting their money into buying 
American plants and .producing American domestic products, This invasion is 
an invasion of $12 billion in 1968. Foreign investors have come into the United 
States in the last year to build plants in this country. The Japanese have bought 
coal mines in this country. They are buying up our timber faster than out 
timber matures in this country. But we find the President saying that what 
he has done this; he will give relief to the workers. In a story which appeared 
in the Wall Street Journal conveying the idea to the people that he rolled the 
tariff back to the 1962 level on glass. He did no such thing. He kept the present 
tariff that is on right now for the next 2 years. This tariff was established— 
the base of it—in 1967, and from 1967 to 1969 we increased the importers' share 
of the American market from 31 percent to 46 percent.

Here are the facts as they read out.
The American Saint Gobain Co. is a subsidiary of the 'Saint Gobain syndicate, 

the largest glassmakers in Europe. They bought the American Window Glass 
Co. when it reached the point that it could not withstand foreign competition.

46-127 O—70—pt. 11———9
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This is now an American producer. This company joined other American pro 
ducers to fight for imports. They know that imports have forced the American 
companies out of business. Now they are toeing rewarded toy the President with 
relief and "American made" financial disaster for trying to sell instead of 
importing.

This means that you and I as taxpayers are going to have to pay 650 workers 
who have lost their jobs permanently at the glass manufacturing company at 
Arnold, Pa., the plant that has just been shut down and will be finally phased 
out within the next few weeks. These 650 workers were awarded 85 percent 
of their wages for the next year.

The company is going to try to get aid and assistance from the Government 
of the United States for the loss of their plant. Five hundred workers have 
now toeen awarded assistance under the Trade Act amounting to $1.232 million 
for the present year.

What kind of logic is it for this country of ours to deny a man an opportunity 
to work and then feed him the sop that he can have relief? We are subsidizing 
every item that comes into this country becausse when we pay our workers for 
not working we subsidize foreign competition that caused their j'ob losses in the 
first place.

It may interest the President of the United States and the Congress of the 
United States to hear this particular figure. The January employment in the 
four-county area of Allegheny, Beaver, Washington, and Westmoreland Coun 
ties—which is my district, and the district represented by Mr. GATDOS—the job 
loss in January, was 27,600 jobs. Remember, every time you lose a job in industry 
you lose three jobs in service industries. The economic figures for the State of 
Pennsylvania show that we have a total work force of 5,014,200 people working 
in the labor force. In that labor force we have in manufacturing 1,581,000 work 
ers, which is roughly about 3.25 'men and women who are in service, non- 
manufacturing, that are kept by one worker in a factory.

Mr. Speaker, I want to thank the gentleman from West Virginia (Mr. Hechler) 
for allowing me to proceed ahead of his special order. The gentleman from West 
Virginia was entitled to the first special order today. However, I have to attend 
a large dinner tonight for the Pennsylvania farmers. And, speaking of farmers, 
it might interest the Members to know that while we talk free trade for American 
products made in our factories, we have a tight-fisted protectionist policy on 
foreign products.

You cannot bring cotton into the United States, except under very tight regu 
lations and quotas. But you can bring in manufactured textiles. You cannot bring 
wheat and you cannot bring flour into the United States in unlimited amounts. 
Why, then, is it so important to protect the jobs and the welfare of the farmers 
of this country of ours and at the same time we say that it is not important to 
protect the workers?

I am for protecting the farmer and the worker and the business people of my 
whole country- Let us cut the double talk; let us not be the continuing victim of 
international blackmail.

Mr. Speaker, I wish to discuss the problem being created for American in 
dustry and American labor by our outmoded Trade Agreements Act.

The President of the United States either ignored the facts in the case of the 
glass industry, or was misinformed by the international industralist whom he 
has named as the chief trade negotiator. Mr. Gilbert This man for many years 
was connected with Gillette razor blade company with many foreign-based com 
panies, some of which I visited overseas.

In the case of the pianos that were manufactured in Arkansas, the President 
found room to give relief to that industry. The facts, of course, were such that 
the merited relief came too late to help save that industry. In 1960 we imported 
4,200 upright pianos and this figure jumped to 29.000 in 1909. Japan exported 
94 percent of all the pianos imported into the United States.

President Nixon suspended the Kennedy round tariff reduction, which went into 
operation January 1, and gave an increase of 2 percent in tariffs to the piano 
manufacturers. I cannot believe that 2 percent will do much good to the piano 
industry. Incidentally, this only affects upright pianos, so it is my prediction 
that the Japanese will start shipping baby grands, spinets, and any other forms 
that pianos and organs can come in. I do not believe that you can buy an Amer 
ican made toy piano, one a great seller at Christmastime in this country. For all
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purposes, the upright piano has joined the line of consumer goods that are no 
longer manufactured, or if they are they are manufactured in insignificant 
numbers and volume.

I would not charge the President with deliberate lying, however, there are some 
very serious mistakes in the newspaper report.

I can give you two instances where the Labor Department awarded, and the 
President allowed, relief in the form of "trade act assistance" which paid some 
500 workers approximately $1,232,000 for 1 year for injury under the Trade Act. 
The story by the Wall Street Journal staff reporter is in error; the President 
did not give relief to the glass industry or its workers because the plea of the 
glass workers was based upon the present tariff and the damage done by its 
provisions about 4 years ago.

President Kennedy raised tariffs right after the passage of the trade agree 
ments, which called for reductions in tariffs. He raised the glass tariffs because 
he was convinced that the industry was injured seriously 'because of the imports. 
The industry was almost holding its own under the Kennedy formula. When 
President Johnson reduced the tariff the industry started to slide again.

The story claims President Nixon was allowing the Kennedy rates of 1962, 
but this is not the case, nor is it the truth. What he did do was hold the present 
rates, which are lower than the Kennedy rates. It was this lowering of rates 
that made it impossible for the American industry to compete. What the President 
did was to mislead completely the American glass workers and the American 
people whether by intent or by a lack of understanding of the problem.

The glass-tariff caused the loss of 1,323 jobs in the flat glass sector of the glass 
industry in 1968, 1,100 in 1969, and another 650 workers are now winding up 
their jobs at the American St. Gobain plant in Arnold, which has been struggling 
to stay in existence since the tariff reduction in 1967. This plant will be closed 
permanently, and another plant in Jeannette, Pa., my hometown, has reduced 
its labor force from 900. to slightly over 300. The third St. Gobain glass plant 
affected is in Okmulgee, Okla.

It may interest the Congress, the President, and the Tariff Commission to 
know the seriousness of the plight of the glass industry as shown by the fact 
sheet attached hereto. In 1968 our American industry operated at only 44 per 
cent of its capacity. Imports accounted for 32 percent of our consumption for 
that year.

Since 1969, 1,100 were added to the 1,323 who lost their jobs since 1967, and 
added to that are the 650 who lost their jobs on a permanent basis without any 
hope of getting back into the industry. These are the vital statistics.

The facts were available to the President and the Tariff Commission; I know 
they were since I made them available myself. However, the President saw the 
problem differently through his Federal trade negotiator.

American consumption dropped 2.8 percent from 1964 to 1968, while imports 
increased 31.9 percent. Import relationship was 30.6 percent to American prod 
ucts in 1968.

I understand also from the release from the President's office that the reason 
he could not give relief to the glass industry was that the European Common 
Market especially the Belgians would get angry and hinted or threatened re 
taliation. This is international blackmail, plain and simple, or, to quote the 
Belgian Ambassador:

Such action could result in retaliation abroad against U.S. exports.
I post this question to Congress, the President, and the Tariff Commission: 

Who are we that we should decide whose jobs should be sacrificed in this idiotic 
trade policy? We have not been ordained to decide the lives of people, or who 
lives on relief, who goes on unemployment and who gets uprooted from their 
homes so that, some other workers in another industry can be protected. You 
cannot rehabilitate an industry by giving that industry expert advice or so- 
called Government aid, or to retrain workers for other jobs that are nonexistent. 
What kind of logic is the President using when he says, according to the report, 
that the Department of Commerce will approve loans, tax benefits, and technical 
assistance for companies eligible for the trade adjustment aid. Would not 
Belgium be angry at that, too? And, why should the working taxpayer pay out 
millions of dollars to industries who want to operate and workers who want to 
work. Is that sound economics?

I include a table at this point:
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TARIFF COMMISSION DATA PERTINENT TO THE SHEET GLASS CASE

1. 

II.

III.

IV. 

V.

Idle capacity (data in thousands of short tons): 
Sheet glass:

Indexes of production, demand, and employment (1557-59= 
100):

Share of the U.S. market, imports versus domestic shipments 
(data in millions of pounds): 

Sheet glass:

Of which:

Impact upon employment of production workers: 
Sheet glass:

Impact upon earnings: 
Sheet glass: 

Domestic shipments:

Imports:

value (millions):

U.S. market ..........................

1964

1,393 
777 
616 

1,001 
238

30.6

132 
111 
124 
151 
117 
115 
102 
140

2,002.7

476.9 
1, 530. 0

23.8

1964

9,369 
1, 530. 0 

476.9

31.2

1,530 
J143. 9 
$0.094 
$18.1 

$0. 012

476.9

$30.3 
$42.0 

$0. 088

29.2

12.6

1968

8,046 
1, 352. 8 

628.7

46.5

1,352.8 
$141. 5 
$0. 105 

$8.2 
$0.006

628.7

$44.3 
$62.2 

$0. 099

44.0

5.2

1968

1,545 
681 
864 
973 
314

46.1 ......

165 
110 
153 
175 
103 
118 
87 

184

1,974.8

628.7 
1, 352. 8

31.8 ......

Change

-1,323 
-177.2 
+151.8

85.7 ..

-177.2 
-$2.4 

+$0.011 
-$9.9 

-$0. 006

+151. 8

+$14. 0 
+$20.2 

+$0. Oil

Percent 
change

+10.9 
-12.4 
+40.3 
-2.8 

+31.9

+25.0 
-.9 

+23.4 
+15.9 
-12.0 
+2.6 

-14.7 
+31.4

-1.4

+31.8 
-11.6

Percent 
change

-14.1 
-11.6 
+31.8

-11.6 
-1.7 

+11.7 
-54.7 
-50.0

+31.8

+46.2 
+48.1 
+12.5

[From the Congressional Record, Mar. 17, 1970]
THE FOEEION TBAI*E POLICY OF THIS COUNTRY HAS BEEN RUNNING ON A SINGLE 

ONE-WAY TRACK FOE 35 YEABS
The SPEAKER pro tempore (Mr. Flynt). Under a previous order of the House 

the gentleman from Pennsylvania (Mr. Dent) is recognized for 60 minutes.
Mr. DENT. Mr. Speaker, the foreign trade policy of this country has been 

running on a single, one-way track for 35 years. The so-called reciprocal trade 
program was first enacted in 1934. Under it our average tariff level has been re 
duced upward of 80 percent.
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Far-reaching enconomic changes have occurred In this country and in other 
parts of the world during this long period of time. Yet the national trade policy 
continues with very little change, thus ignoring the altered conditions that has in 
the meantime greatly affected international competition.

The President seeks further tariff-cutting authority even though our average 
staff is less than 20 percent of what it was 35 years ago, when the tariff cutting 
was inaugurated. The full cuts agreed to under the Kennedy round still have 
60 percent of the way to go before their final installment is completed. Therefore 
the full effects of these cuts have not made themselves felt. Why then extend 
further authority now to cut what will be left of the tariff in 1972?

The principal economic changes that have transformed the competitive stand 
ing of this country in point of both imports and exports in recent years can no 
longer be successfully concealed, as they have been over the years by false govern 
mental reporting of trade statistics. The competitive tide has been running so 
strongly against us in recent years that efforts to conceal our weak international 
competitive standing have come a cropper. Today the handsome trade surplus 
that measured from $4 to $7 billion annually until the past 2 years has all but 
disappeared despite the padded statistical device used by the Department of Com 
merce under which it included foreign aid shipments as exports.

The inclusion of goods paid for by the American taxpayer as exports made it 
possible to point to our trade policy as a great success whereas we were falling 
increasingly behind in our competitive exports. At the same time the official 
statistics showed our imports at their foreign value without including ocean 
freight and other charges. This practice is contrary to that of nearly all the other 
leading trading nations. The practice understates the actual costs of our im 
ports by some 10 percent.

Today what appears to be a trade surplus of the magnitude of about a billion 
dollars is really a deficit in terms of competitive goods. This deficit is in the mag 
nitude of $4 to $5 billion.

By hiding or ignoring these uncomfortable facts the present adininistratiofi is- 
able, no less than the preceding administration was able, to propose further tariff 
reduction, as if other countries needed further inducement to increase their sales 
in this country. That no such inducement was or is necessary may be concluded 
from the upward surge of imports in recent years, especially in the form of man 
ufactured goods.

One of our heaviest export items consists of machinery. From 1960-68 our 
exports of this item doubled—moving from $4.4 billion in I960 to $8.8 billion in 
1968. Imports of machinery, by contrast, increased over fivefold—moving from 
$0.7 billion in 1960 to $3.7 billion in 1968. This still left a high margin in favor of 
exports, but the trend is unmistakable, and it has beeji running very rapidly. In 
deed machinery, including the sophisticated products of electronic origin, to 
gether with chemicals and aircraft, represent the only important surplus items 
in exports. An astoundingly wide variety of other products are incurring deficits 
in varying degrees. The public is little aware of our vejy weak competitive 
position.

Such buoyancy as our exports show today is virtually confined to the narrow 
sector just mentioned. In 1968 we enjoyed an export surplus in these few prod 
ucts of $9.3 billion. Little wonder that some of these industries support the 
continuing tariff-cutting program.

Comparing this record with that of the products classified by the Bureau of the 
Census as "other manufactured goods." In that group, which includes iron and 
steel mill products, textiles, clothing paper and manufactures, rubber manufac 
tures, metal manufactures, photographic supplies, glassware, pottery, boots and 
shoes, clocks and watches, bicycles, toys, sporting goods, motorcycles, and so 
forth, a deficit instead of a surplus was shown in 1968. This deficit was one of 
$5.473 billion. As recently as 1060 this deficit was only $760 million, or about one- 
seventh of its 1968 magnitude.—Source: Statistical Abstract of the United 
States, 1969.

At the same time our surplus in the machinery, chemicals, aircraft exports 
grew only a little over 60 percent from 1960 to 1968.

This simply means that while we had a moderate increase in our trade sur 
plus in the front-running group we suffered a disastrous increase in our trade 
deficit in the much broader group of "other manufactured goods."

These realities of our changing trade trends are wholly ignored by the thrust 
of our continuing trade policy.

In 1968 the number of workers employed in turning out the "other manufac 
tured goods" was nearly 2 million higher than those engaged in manufacturing
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machinery, chemicals, and aircraft^ Yet it was in the former group that we 
suffered the heavy trade deficit. A deficit of this magnitude—that is, of over 
$5.4 billion—having widened since 1960 so dramatically—sevenfold—reflects a 
sharp deterioration of our competitive position.

Evidently the trade advisers of the White House have failed to bring these 
facts to the President's attention. Otherwise the President could not propose 
further tariff reductions.

Beyond the trade trend in recent years represented by the statistics cited here, 
which pose a threat of disaster to industries that employ over 7% million 
workers, another shift in our trade mix has taken place. It too carries ominous 
implications. In 1950 only 27% percent of our imports consisted of manufactured 
goods. During the 1936-40 period the share was 32.8 percent. In 1968 the share 
was approximately 65 percent. In other words, our imports have shifted heavily 
toward goods incorporating a full complement of labor application. The impact 
on unemployment is therefore twice as great as formerly. In this country em 
ployment in manufacturing is of a ratio of about 3% to 1 in relation to employ 
ment in agriculture, mining, fishing, and lumbering, which produce our raw 
materials. Our imports today therefore offer a sharper threat to our employment 
than in the past.

Measured in relation to exports of all other countries, American exports, in 
cluding foreign aid, have lost ground in recent years. This means simply that 
exports of other countries have expanded more rapidly than U.S. exports. In turn, 
this suggests that their goods are more competitively priced in world markets. 
In 1960 our share of world exports was 15 percent; in 1967 it was 14.5 percent. 
Had our exports in 1967 enjoyed the same proportion of world exports as in 1960 
we would have exported $4.6 billion more in 1967 than we did export, or $35.8 
billion instead of $31.2 billion—see United Nations Statistical Yearbook, 1968.

The irrebuttable fact is that we are in a weak competitive position in world 
markets and in our own market vis-a-vis imports.

The trend since 1960 is unmistakable. A trade policy that was based on compet 
itive conditions as they existed before 1960 is no longer in focus. It is unrealistic.

What does our weak competitive position suggest with repect to our trade 
policy?

The problem of import competition would be more acute than it is were it 
not for the $30 billion annual boost to our economy provided by our Vietnam 
involvement. Since our tariff has been cut to an ineffective level without pres 
ent hope of reversal some other instrument for control of our market-and-em- 
ployment erosion attributable to imports must be provided.

The establishment of import ceilings with a backstop of import quotas as pro 
vided in the fair international trade bill, represents one. That bill provides for 
expansion of imports in proportion to domestic consumption, and in most in 
stances, calls for acceptance of the attained level of imports. However, this is 
a useless exercise unless the level of imports is measured by individual indus 
tries and products. No foreign product must be allowed more than 10 percent of 
U.S. market—or less for some definite type.

It has been introduced in the Senate by the chairman of the Senate Finance 
Committee and in the House by over 45 Members, including four committee 
chairmen.

Enactment of this legislation would provide assurance that imports, despite 
their cost advantage resulting from lower wages, will not be allowed to run 
wild and thus disrupt industry after industry. Instead of relying on first-aid ad 
ministration in the form of adjustment assistance, the injury to our employment 
and industrial expansion would be controlled ahead of time. Imports would not 
be awarded the right of eminent domain in our market but would be given the 
opportunity to grow in proportion to domestic consumption.

We face an opportunity to adopt a trade policy that would achieve the un 
doubted benefits of world trade without incurring its unfair and destructive 
impact on a widening front.

The weakness in this lies, of course, in surrendering our presently crippled 
industries to a nongrowth future if we allow further percent inroads in the U.S. 
market.

This phase must be tailored to individual industries and products rather than 
on an across-the-board formula.

OIL IMPORT CONTROLS VITAL TO THE PENNSYLVANIA ECONOMY

A warning that unlimited foreign oil imports could deal a "crushing blow" 
not only to Pennsylvania oil producers but to the State's coal industry as well has
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been voiced by Dr. H. Beecher Charmbury, State secretary of mines and mineral 
industries.

In a letter addressed to Interior Secretary Walter J. Hickel, as a member of 
President Nixon's Cabinet Task Force on Oil Import Controls, which is cur 
rently reexamining the mandatory oil import control program established by 
President Elsenhower in 1959, Dr. Charmbury stressed the economic importance 
of the import quota program to Pennsylvania. He said:

As you know, Pennsylvania in 1859 became the world's first major oil-producing 
area, and today—after 110 years—this state is still known for the high quality, if 
not the quantity, of the oil it produces.

A characteristic of Pennsylvania's oil production today is that 83 percent of its 
present volume comes from 43,925 of the so-called stripper type of wells, each 
averaging less than a barrel a day.

These, like the 377,000 such wells in the nation, which collectively produce 
one-fifth of the nation's domestic crude, are marginal operations which would 
be the first to feel the impact of unrestricted foreign imports. Many of them would 
undoubtedly be forced to close down, never to be reopened again, since their 
future depends largely upon uninterrupted operations for as long as they con 
tinue to produce.

One classic example of long-time survival of an ancient Pennsylvania well 
in old "McClintock No. 1," near Oil City, Pa., which is still pumping oil today, 
after 108 years of continuous operation.

In the Pennsylvania Grade oil region in District 1, comprising portions of 
four states, there are over 2,000 independent producers operating over 100,000 
producing wells whose output averages less than % barrel per day. Collectively 
their average daily output in 1968 was 33,000 barrels per day, with recoverable 
reserves estimated at upwards of 200 million barrels.

The crude oil from this four-state area is processed by nine small refineries 
with thru-put capacities ranging from 1,000 to 10,000 barrels per day. These re 
fineries, especially designed to process Pennsylvania Grade crude oil, which 
is noted for its high lubricating content and quality, are part owners of the 
pipe lines and gathering systems used for transporting this particular type of 
crude.

There are no other special markets for this type of oil, and if there were, it 
undoubtedly would have to compete with other domestic or foreign crudes selling 
for considerably less than the $3.76 to $4.63 a barrel Pennsylvania Grade crude 
commands.

Although high quality lubricating oil is the bread and butter product of these 
refineries, about three-quarters of each barrel refined by them consists of gasoline 
and distillate fuels, by-products which do have to compete on the market with 
the gasoline and distillate fuels refined from crude from other sources, foreign 
or domestic.

Pennsylvania's lube oil refiners today are said to t>e marketing these other 
products largely at a loss. But there is a limit of course, to how much loss on 
gasoline and distillate fuels they can absorb. The import quotas allocated to them 
is an important factor in keeping them alive. Without it, they could very well 
cease to exist. And without these special type refineries, not only would the 
Pennsylvania producers lose their market but the n.ation would lose a valuable 
natural resource.

The Mandatory Oil Import, Control Program has not really been costly to the 
American consumer, as some of its critics assert. It has achieved its purpose of 
providing a reasonable balance between imports and the levels of domestic pro 
duction necessary to keep this nation from becoming dependent upon foreign 
sources of oil—either by wantonly exhausting its own domestic reserves on the 
one hand, or by drying up its own productive capacity through actions tending 
to render it unprofitable.

Unlimited foreign oil imports would immediately deal a crushing blow, first, to 
Pennsylvania's dwindling anthracite coal industry and eventually to the bitumi 
nous industry, too.

The arernment that foreign crude is today slightly cheaper than oil produced 
in the United States loses much of its appeal when one realizes that this is a 
condition which could quickly change. Only for so long as the United States 
continues to maintain its own productive capacity at a high level does it pay those 
foreign nations to offer their oil for less.

Foreign oil can be expected to remain cheap only for so long as we do not need 
it Once we let ourselves become dependent upon foreign nations, many of them 
not particularly friendly to the United States, not only will the costs rise but 
the availabality may become less certain.
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Under those circumstances, the United States could one day learn to its sorrow 
that it has paid the price—both economically and in terms of national security— 
for its own shortsightedness in abandoning an import policy which has well 
served the best interests of the nation as a whole.

COAL THREATENED BY OIL AFTER MAKING GREATEST COMEBACK IN INDUSTRIAL HISTOB7

"King Coal" may again feel the impact of oil imports after giving up over 
300,000 jobs by automation to meet oil competition.

For the first time in history, foreign residual oil is attempting to penetrate the 
Midwestern part of the United States, thereby threatening major markets for 
coal. Also in this area utilities, industry, and others consume nearly a hundred 
million barrels annually of domestic residual oil.

This could be the opening effort toward bringing foreign residual oil into the 
whole midcontinent area accessible to the Mississippi and tributary streams as 
well as to the other Gulf of Mexico ports stretching from Alabama to Texas. In 
this area, composing districts II, III, and IV, residual oil is considered a product 
and currently can be imported only by special permit from the Oil Import Ap 
peals Board together with a supplemental application in the amount to be per 
mitted by the Secretary of the Interior. Such a supplemental application pre 
sumably would have to be over and above present limitations on the imports of 
crude oily and products which are 12.2 percent of domestic production of crude 
oil—overland shipments from Canada and Mexico are exempt.

The applications now pending are for total imports of 21,862,500 barrels of low- 
sulfur foreign residual annually into areas served by the Mississippi River sys 
tem. Up to now, only the petition of Commonwealth Edison Co. of Chicago 
for a 6-million-barrel-per-year allocation has been heard, and a decision is ex 
pected soon. The Commonwealth petition was tied to the alleged need of the 
company to burn the imported oil in its Ridgeland station in place of coal as an 
air pollution control measure.

The four other petitions, filed by oil distributors and involving a minimum of 
15,862,500 barrels of imported oil per year, are also tied to the alleged need for 
more low-sulfur fuel in the geographic area involved. If the Commonwealth 
petition is approved, it is difficult to see how the Oil Import Appeals Board can 
turn down the other four petitions and the many others which would undoubtedly 
follow.

Deeper and more fundamental issues than the need to make more low-sulfur 
fuel available to meet air pollution requirements are involved. These include:

First. Approval of the petitions would set a precedent that could open the 
heartland of the country to a foreign fuel to compete directly with indigenous 
domestic fuel. The amount of domestic fuel which could be threatened by wide 
spread imports of foreign residual are indicated by the table on the following 
page. This shows that in 1968 districts II and III, which would be accessible to 
foreign shipments, consumed about 288 million tons of coal and about 90 million 
barrels of domestic residual oil. With the anticipated tremendous growth in de 
mand for power, however, principally electricity, the billions of tons of coal 
reserves in many of the Western and Midwestern States have been expected to 
provide substantial new amounts of energy and major boosts to the economy of 
these States. A substantial shift to foreign residual oil, however, could have a 
serious impact on the degree in which the development of these western coals 
takes place.

Experience on the east coast has demonstrated the degree to which imported 
residual fuel can replace domestic fuels in a relatively short time. In 1969, resid 
ual imports totaled more than 400 million barrels and constituted about 85 per 
cent of all residual consumed in the area.

CONSUMPTION OF COAL AND RESIDUAL OIL IN 1968 DISTRICTS II AND III

COAL (thousand tons): 
District II ......
District III..............

RESIDUAL OIL (thousand barrels): 
District 11... .............
Districtlll.. .............

Electric 
utilities

.... . 157,423

....... 17,666

3,256
....... 330

Industrial

54, 576
2,027

21,901
2.578

All other

46, 479
8,518

37, 159
25. 076

Total

258,478
28,211

62,316
27, 984
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control of this country should cut off foreign sources ofand other industries in the middle of the Nation become dependent •from these same foreign sources, the problem of assuring uninterrupted power
and industrial production would be greatly compounded.Third. The Nation's already serious balance-of-payments problems would be further distorted. In 1968, this Nation suffered a deficit of $1.8 billion in its foreign trade account for energy— despite a contribution of half a billion dollars to a favorable trade balance by coal exports. This unfavorable situation will deterio rate even further if we permit the interior of the Nation to become substantially dependent upon imported fuel, as is the case of the east coast This proves the point that all industries must be compared on an individual basis and not as part 
of total picture. . , .Fourth. Imported fuel is not the answer to any fuel problem which might be created by air pollution control regulations. As far as utilities are concerned, the ultimate answer is the installation of processes to remove the pollutants from the stack gases. A number of reputable companies say the technology is presently available for installation. Other processes are in the late develop ment stage. They can achieve the same result with domestic coal as would be achieved with imported fuel, without further complicating national security of our balance-of-payments situation. If plants needing low-sulfur fuel are now permitted to import this fuel, the incentive to try available technology or to complete the development of new technology will be destroyed. In the long run, the Nation's clean air program would be retarded or set back.Fifth. Granting of quotas to import residual fuel oil would mean : the 12.2 ratio of imports to production in districts II to IV would have to be breached ; or the amount of crude oil or other products imported would have to be reduced by an amount equal to residual imports. In the first instance, approval would amount to a significant deterioration of the oil import program. In the second instance, while the total amount of fuel available would not be affected, traditional market ing patterns for domestic residual and coal would be disturbed, causing serious economic dislocation in many areas.
For these and other reasons, there is no justification for breaking with, prece dent and permitting residual fuel oil to be imported into districts II to IV. Cer tainly, where air pollution problems exist, we must all work to find solutions to them. However, these solutions would not have to come through the importation of low-sulfur foreign fuel. Alternatives include desulfurizing domestic residual, utilization of domestic low-sulfur coal where available — and it is known that Commonweath Edison, for example, has been offered low-sulfur coal from both Wyoming and eastern Kentucky — or the development and installation of stack emission control devices. Several companies now have such devices commercially available, and in very few situations does an immediate emergency exist which would proclude the granting of sufficient time for the installation of such devices to control pollutant emissions.
Either or several of these alternatives would avoid the serious national se curity and balance-of-payments implications which a precedent-setting decision opening up the Midwest to an insecure foreign source of energy fuel would

"ADJUSTMENT ASSISTANCE"
Mr. Chairman, one wonders why the old pro-forma free trade advocates sud denly make Adjustment Assistance the great cure-all for our trade failures. 1 tnink I know why.

«,? ,LbTUSe ^,fTd! ̂  g0od and follows an old Pattern like the Mother who thought she undid all the damage and removed the pain by kissing her child's tears away after giving bis a good spanking. Kissing ner cniw s
My people do not want this kind of relief.
Let me at this point submit an article printed in the Pittsburgh Press concern ing glass workers who were recently awarded Adjustment Assistance :

GLASS LAYOFFS SAP Lire OF ARNOLD AND ITS WOBKEBS
(By Jerry Sharpe) Press Staff Writer

ARNOLD-The giant glass manufacturing plant that has provided work here twice the 1880'S is now as silent as the distant green hills across the Allegheny
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The click-clack of machinery no longer is heard, and no workmen swarm about 

the yards.
Not a wisp of smoke comes from the rusting stacks that tower over this city 

of 10,000 residents.
650 WORKERS IDLED

One block down 18th Street at a service station operated by a former plant 
employee, glass workers gather every day to pass the time.

They are a few of the 650 who have been laid off since the American St. Gabain 
Co. began to cut back sheet glass production in the fall of 1967.

The layoff means 17 .percent of workers in the Arnold area are idle.
The average age of the laid-off worker is 46, and some of them have worked 

at the Arnold plant more than 30 years.
As Dominick Saulle, Arnold's Chamber of Commerce secretary put it: "They 

are too young to retire. They are too old to get another job, and they don't know 
how to do anything except work with glass."

KELIEP BITTER MEDICINE

He added, "Some of them are on relief. But, brother, that's bitter medicine . . . 
because they were raised by European ancestors who never believed in taking a 
handout from anyone."

Arnold Mayor William DeMao said the loss of wages has removed $3 million 
annually "from the city's economy."

In addition, he said the workers paid wage taxes amounting to $7,597, and 
the plant paid annual property taxes of $42,132.

Union and company spokesmen, congressmen and Arnold city officials agree 
there are three major reasons for the layoffs:

Glass imports from Europe and Japan.
A slowdown in the building industry which uses the sheet glass for windows.
Streamlining of production methods with the result that less manpower is 

needed.
GLASS FIRM SCORED

Joseph Martin, Chamber of Commerce president, said, "I'm not interested in 
reasons like those because they are excuses.

"What, it amounts to is that American St. Gabain owns .the prime land right in 
the heart of town, and they have an obligation to provide work."

American St. Gobain is headquartered in Kingsport, Tenn., and the company 
operates five plants in the United States including another at Jeannette here in 
Westmoreland County.

The controlling stockholders of the firm are at St. Gobain, France, and num 
erous plants are located in Europe.

A company spokesman at Kingsport said, "I can't make any comment on the 
Arnold plant except to say it's on a standby basis because of business conditions."

The plant occupies 42 acres—about one-tenth of the land in this city.
Two union presidents, William D. Barnes and James W. Jenson, have sug 

gested that the company convert the plant so it will produce glass by the more 
modern and less expensive "float" process.

"But," added Jenson, "even if they do, that would eliminate about 300 jobs be 
cause you wouldn't need as many people."

LITTLE CHANCE FOR JOB

Barnes said, "These guys are in a bad spot They try to get other jabs, but their 
age is against them. Then, too, some employers have refused to hire them because 
they are considered still on standby at American St. Gobain."

He added, "The unions have asked for severance pay, but the company says the 
employment of these men is not really terminated."

Jenson said, "One thing sure, we don't see any chance that there'll be any work 
at the plant this year."

Donald Beck of the New Kensington-Arnold Area Industrial Development 
Corp. said, "The real solution would be for us to acquire the property so another 
industry can move in. We've tried—but American St. Gobain said it's not for 
sale."

Arnold officials have sent petitions with over 80,000 signatures from the city 
and nearby communities to Washington officials asking that glass imports be cut 
back by increasing tariffs.
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DeMao wrote to President Richard M. Nixon on the same issue, and along 
with a delegation of Arnold residents, went to Washington to testify at a con 
gressional hearing on tariffs early this year.

On Feb. 27, the President decided there would be no change in the tariffs on 
sheet glass (1% cents per square foot).

U.S. Rep. John H. Dent, D-Jeannette, who represents the Arnold area, charged 
that the President's decision "spells the complete and final liquidation of the 
glass industry in this country."

Also on Feb. 27, Mr. Nixon decided to provide federal compensation for most 
of the unemployed Arnold glass workers for one year because their lack of work 
was the result of government trade policy.

The government relief action aroused anger in Arnold.
Dent said the taxpayers would have to foot the bill for "paying these work 

ers for not working."
LABELED "FOREIGN AID"

"They want jobs, not relief," he said. He added that present tariff regulations 
on glass amount to "subsidizing foreign competition that caused these men to 
lose their jobs in the first place."

Back at the gas station where the idle workers spend their time, Dominick 
Murri, 51, who worked at the plant 34 years, commented, "I'm gettin' $60 a week 
to support a family.

"That's unemployment compensation. So government relief is comin' now. So 
what? We don't want their handouts. We want jobs."

Guido DeFelices, who was laid off in November 1967, said, "I was laid off so 
long ago, I don't even qualify for the President's new form of relief. And I'm 
58. So you tell me, where can I get a job?"

Neno Calcagno, 55, said, "Relief makes us a statistic. Our government is 
promoting jobs in foreign countries, but taking ours away."

Walter Hess, Henry Loehner and Malcolm Conwell agreed, and Loehner said, 
"Yeah, let's take care of America first."

Joseph Reskiewicz, 50, looked at the silent plant where he had worked for 
34 years.

"I never lose hope," he said. "Maybe someone will buy the place and put us 
all back to work. After all, the best glass in the world always came from 
Arnold."

Mr. Chairman, doesn't it ring an old familiar bell when you note that the relief 
was made retroactive to February 1968. If this Committee was not looking into 
the trade situation, not one of these workers would ever have received a red cent.

Take, for instance, Guido DeFelices who was one of the first victims of im 
port job stealing. He was laid off in November 1967, three months too early. 
He and hundreds and thousands like him will never receive one cent of Adjust 
ment relief under the provisions of the Trade Expansion Act. I know of no pro 
duction facility that has received any adjustment relief or assistance.

This relief is merely "sugar coating" to quote the disturbed workers and pro 
ducers, and will stop the minute the new law passes.

What's the difference? These men would get just as much out of regular 
unemployment compensation, and would still have a long road ahead with no 
job prospects in sight.

I get to thinking about the proponents of Adjustment relief, Mr. Stans, Mr. 
Rogers, Mr. Gilbert, the Japanese Trade leaders, Charlie Taft and others, and 
have come to this conclusion: if Adjustment Assistance is good for those hurt 
by imports, it must be good for those hurt by loss of exports.

I offer an amendment, to this Oommittpp for oonsidpration. It proposes Ad 
justment Assistance for injured exporters and their employees. If it's good 
for the goose, it should be good for the gander.

I hear the same old faded rhetorical arguments for free trade. No new thoughts 
have been provoked even in the face of a pending collapse of the U.'S. Market 
place.

Fear is frequently expressed that limitations imposed on imports might lead 
to reduced exports. It may be conceded that such results might on occasion be 
produced even if only indirectly.

In such event, exporters of domestic products might suffer injury because of 
shrinking foreign markets. It seems only right and just that such exporters 
should be treated with consideration equal to that accorded domestic industries, 
firms and workers who are seriously injured or threatened with serious injury 
'by rising imports.
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It is, therefore, proposed that whenever exporters of any product have reason 

to ibelieve that their exports are suffering seriously as a result of an increase in 
duties imposed on imported goods, or from the establishment of import quotas on 
imported goods, an application may :be made to the Tariff Commission for an 
investigation of the allegations. If the Commission finds as a result of a pre 
liminary investigation that the complainants are justified in their concern, it 
shall hold a public heading at which interested parties may appear, give evidence 
and be 'heard.

If the Commission finds as a result of the hearing that serious injury or a 
threat thereof has been suffered by the exporters, it shall certify the names of the 
complainants to the Secretary of Commerce as eligible for Adjustment Assistance 
to such extent and for such a 'period of time as .may t>e necessary to rehabilitate 
such exporters.

As set forth elsewhere in this Act, the Secretary of Commerce shall extend 
assistance in the same form as that extended to domestic industries, companies 
or unions under the provisions of the Trade Expansion Act of 1962, extending, as 
may .be necessary, advice designed to improve that export techniques of the com 
plaining exporters, including suggestions of other products -to which their export 
efforts might be directed.

I feel that it is only proper that American exporters should be given equal 
access to Adjustment Assistance alongside of American producers. With the as 
surance of such liberal treatment, the exporters should be satisfied to await 
results, knowing that they will 'be beneficiaries of a liberal policy. Should they 
have to wait eight years they could occupy their time meanwhile meditating on 
the virtue of patience.

Mr. Chairman, may I say in conclusion that while I support any and all meas 
ures that offer even a semblance of relief to all industry I cannot help but be 
fearful for the textile and shoe industry. Somewhere along the line these indus 
tries must realize that they cannot prosper if the rest of us in other industries 
find ourselves unable to maintain our production, and thereby deprive both the 
textile and shoe industries their domestic market.

Years ago Lewis Lloyd made this statement, and it is my opinion that this 
should be the basis of our thinking:

There is, in fact, unwarranted pride and a good deal of misconception about 
American mass production. It is true that Eli Whitney, an American, conceived 
the idea of interchangeable parts, and hence the basis of assembly-line produc 
tion, but it remained for Mr. Ford to see that mass production is possible only 
if there is a mass market. This conclusion led to his high wage policy. The real 
genius of America has been the creation of mass market.

It is not surprising to find industries and companies with surplus capacity 
who want to export and who clamor for lower tariffs to get more imports to 
support their exports. These situations, however, are temporary and are hardly 
a sound basis upon which to build a United States foreign trade policy.

Many there are who have adopted the cry, "let us reduce our tariffs and there 
by lead the world to freer international trade." This proposal loses its appeal 
when we look at the history of trade reductions under the 20 years of Reciprocal 
Trade Agreements. During that period, we had reduced our tariffs by 50 or 71 
percent, depending on how the calculation is made, but the other nations of the 
world have not followed our leadership. In some foreign countries tariffs are 
higher than they were in the early 30's. and in most countries, import licenses, 
quotas, currency restrictions and the like have substantially increased the bar 
riers to foreign trade. We have reduced our tariffs to an average of about 5 per 
cent on total imports—the lowest among major nations of the world. If this has 
not been adequate leadership, then how could even the complete removal of our 
remaining small tariffs impress foreign nations sufficiently to get them to reverse 
their trend of increased trade restrictions?

Further lowering of our tariffs would constitute an act of slow national sui 
cide. Since when has self-destruction become a sound basis for leadership?

Many of those who are clamoring loudly for United States tariff reductions to 
demonstrate our world leadership seem to have forgotten a very important psy 
chological principle; namely, that no man can be reformed, he must reform 
himself. There is nothing which we could do which would guarantee sound eco 
nomies for other countries. Those who have or develop the will to try to solve 
their own problems will find that we have already offered very substantial leader 
ship. Some Europeans understand this even though some of us may not. All nations must look inward for their basic well being.
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Competent Europeans have said that their trade problems can never be solved 

until .the substantial trade barriers between European countries are eliminated 
and the Europeans are able to trade more freely with each other. They added 
that when that 'time comes, ibheir dollar gap problems will vanish and they will 
be much less concerned with exporting to this country. Recently, when this was 
called to the attention of some young economists who had just left the State 
Department, they were greatly concerned. They seem to feel that it would be a 
great calamity if the Europeans solved their own trade problems. I wonder if 
many who want us to still lower our 'tariffs are not overly concerned about try 
ing to solve somebody else's problem.

Gentlemen, I am more convinced than ever that we have *o set a single Federal 
standard of no more 'than 5 percent of the domestic market for imports, and that 
this same 5 percent must sell at the going price or we all can forget about the 
mass market and without the mass market even the foreign exporters will not 
have a market here.

Indeed, there must be some kind of reciprocal trade agreements to keep this 
nation from floundering economically, and Congress must do it themselves, and 
not allow the serving Presidential Commissions to do it.

I remember years ago when Europeans said their trade problem would not be 
resolved they eliminated European trade barriers. After millions of dollars ex 
pended by this country, and after billions of dollars of free trade dumping in the 
U.'S. this situation has been straightened out, but they are Still fighting trade 
deficits. The U.S. is not even a member of the European Community yet it is 
allowing itself to be raped 'by International trade diplomacy.

One single fact stands out, two years ago Britain was $850 million negative in 
their trade balance, last year they were $900 million to the good. Why ? Simply 
because the U.S. makes many of its aerospace purchases to Great Britain. We 
have 155,000 unemployed aerospace workers as a result, While Great Britain has 
225,000 fully employed workers.

Britain put through an executive order on imports, especially steel, whereby 
they would pay a bonus of so much a ton to every user who would not buy foreign 
steel for every six month period of use.

I do not know how long it will take to wake up, but only those who believe 
in fairy tales will look for a Prince Charming to be waiting to 'bake 'this country 
in his arms and protect them against the breakdown that has taken place in the 
industrial and economic system.

Sorry, to have taken so much of your time but I realize I do not expect to be 
around too long in this fight. I am much disturbed that there are still some in 
dustries that believe they can go it alone by receiving a handout in some inter 
national quota deal.

I close by saying that no quota system has ever worked and none ever will. 
No nation with high cost economy can survive in a world of free trade with low 
cost economy countries.

Mr. ULMAN. If the Honorable Joseph M. Gaydos will come for 
ward, we will hear his statement before the committee. We appreciate 
your coming here today; you may proceed.

STATEMENT OF HON. JOSEPH M. GAYDOS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA

Mr. GAYDOS. Mr. Chairman, I welcome the opportunity to submit 
testimony before this committee in support of legislation to assist 
America's textile and shoe industries in their economic struggle against 
foreign competition.

These industries sorely need help. They have been crippled domes 
tically by increased sales of foreign made products. They cannot com 
pete abroad because of strong, and unfair, trade restrictions erected 
by foreign governments to protect their own home markets.

The shoe industry, which had employed 200,000 workers, now loses 
3,000 jobs for over 10 million pairs brought into this country. Last 
year we imported more than 200 million pairs of shoes, enough to cap-
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ture 40 percent of our market. It is projected the percentage will reach 
50 in the next year or so. In view of these statistics, it is not surprising 
to learn 59 American shoe plants closed their doors in 1969.

The situation is just as critical in the textile industry. Imports have 
a stranglehold on the domestic market. A leading domestic brand of 
men's shirts retail for $8.98. You can buy an identical shirt of compara 
ble quality, but made in South Korea and sold here, for $2.98.

Textile imports last year reached a record 3.6 billion square yards 
and, for the first 2 months of 1970, they were running ahead of last 
year's pace. Again, it is not surprising to learn 18,000 textile and ap 
parel workers lost their jobs between February and March of this year.

I realize the primary purpose of this hearing is to give assistance to 
these two industries. They need it. I hope it will not come too little and 
too late. But I would like to urge the committee to broaden the scope 
of these proceedings. Other industries also face a very real threat from 
increased foreign imports. I would like the committee to consider ex 
tending the protection sought for shoes and textiles to those industries.

THE STEEL PICTURE

I represent a steel district, the 20th Congressional District of Penn 
sylvania. It is in the heart of the Mon-Yough Valley of Allegheny 
County and is the home of the greatest concentration of industrial 
might in the world. Steel is its lifeblood and uncontrolled foreign 
imports are killing it.

I know the frustration now felt by the Congressmen and people in the 
shoe and textile industries. I felt it in 1968 when 18 million tons of 
foreign steel, a record total, hit the American market. I remember 
how quickly Congressmen from steel areas rushed to drop bills in the 
hopper, demanding mandated quotas on steel imports.

Instead, the State Department was permitted to negotiate a volun 
tary restraint arrangement with Japan and members of the European 
Coal and Steel Community. Under this arrangement, these two major 
exporters of steel to the United States allotted themselves a 12-million- 
ton slice of our steel market, plus a 5-percent increase in their tonnage 
for 1970 and 1971. They also agreed not to change their product mix 
too greatly.

However, both did change the mix. They changed it substantially, 
reaping a larger financial return in the process. And Japan exceeded 
her own imposed tonnage limit.

The Department of Commerce reports 1969 imports were slightly 
over the total 14-million-ton limit on all foreign steel. Incidentally, 
that total is the second highest amount of imports on record and ac 
counted for 13.6 percent of the apparent steel consumption in the 
United States. The average value per ton jumped from $110 to $124, 
reflecting price hikes in foreign steel as well as their shift to higher 
value products shipped to this country.

In its report for January and February of this year, the Depart 
ment of Commerce showed the value per ton had jumped to $152 per 
ton, again reflecting prices boosts and additional changes in the 
product mix.

Japan also has informed the United States she has no intention of 
counting steel pipe shipped to the Trans-Atlantic Pipeline in Alaska 
in her 1970 import quota. She reasons the United States does not 
produce pipe in the required dimension and, therefore, she is not in



3153

competition with us on that item. Such reasoning is not consistent with 
the terms of the voluntary arrangement. The fact Japan can circum 
vent that arrangement, with little or no protest from our Government, 
if indicative of what little protection the steel industry really has 
from any voluntary restraint arrangement.

The steel industry needs protection now! During the past year, the 
Tariff Commission, on four occasions, awarded financial assistance to 
steelworkers injured by imports. However, my worst fears are for the 
future. I see what is happening to the shoe, textile, glass, and other 
industries, and I don't want it to happen to steel. I want to see steel 
protected today before it is crippled tomorrow. The Federal Gov 
ernment practices preventive medicine in other fields, why not in 
industry ?

The steel industry may appear healthy but that is only a reflection 
from its record high exports to Europe. When the current demand 
slackens, the steelworker may well follow his textile and shoe counter 
parts into the unemployment line.

Japan, in particular, has the men and machines to bring our steel 
industry to heel. She now has the world's largest steel producing 
facility and, it is estimated, within 5 years she will turn out 160 mil 
lion tons of steel per year, surpassing the United States and Russia. 
She has led the world in shipbuilding for 14 years and last year 
more than half the total tonnage in the ship industry came from 
Japanese shipyards. She is third in the manufacture of automobiles 
and first in auto exports. She recently replaced the United States as 
the leading exporter to the Philippine Islands. Japan now is the third 
largest industrial power.in the world and she grows stronger each 
year, protecting her markets and her workers along the way.

TRADE IMBALANCE

It seems obvious we must review and adjust our foreign trade policy 
to meet the conditions of today. We lost 48,000 jobs in the manufac 
ture of TV sets, radios, and their component parts between 1966-68. 
More than 12.8 million TV sets will be made this year, an increase of 
only 350,000 over last year, but imported sets will increase by 1.3 
million. This means more American jobs will be lost.

Ninety percent of the 12 million tape machines sold in the Nation 
last year were imports. Approximately 15.6 million tape recorders 
will be sold this year and 14.5 million will be foreign. The market for 
record players is estimated at 7 million sets in 1970 with 6.5 million 
coming from outside the United States. Ninety-eight percent of the 
domestic portable radio market already has been lost to imports.

There has been a tremendous change in our balance of trade since 
the end of World War II. There are those who claim we no longer 
have a surplus but a deficit of $6 billion, which is hidden in the pro 
cedure used by the Department of Commerce to compute the import- 
export difference. There is no doubt, however, about the fantastic, 
almost unbelievable growth of imports in the past decade.

Our exports to Japan increased 141.1 percent in that time, but our 
imports rose 325.4 percent. Exports to West Germany went up 66.4 
percent, imports 190.2 percent. Twenty percent of our total imports 
last year came from these two sources, but they took only 14.8 percent 
of our exports in return.
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Imports from Common Market countries more than doubled our 
exports, 156.3 percent compared to 75.7 percent. Italy increased sales 
to us by 206.8 percent, while our sales to her climbed only 76.4 percent. 
The ratio of imports to exports with the United Kingdom found the 
United States on the short end, 113.5 percent to 57 percent. Our ex 
ports to all of Asia increased 97.4 percent, but their imports to us 
ballooned by 204.1 percent.

The same disastrous pattern is found in our dealings with other 
nations, their imports doubled our exports. Our total world trade 
showed an increase of 84.6 percent in exports. The increase in imports 
was 146 percent.

SUMMARY

The growth of imports has been relentless and successfully damag 
ing ! I see nothing to portend a change in the future. The alternative, 
I believe, is a firm trade policy legislated by the Congress, not voluntary 
restraints negotiated by the State Department.

I am not advocating a strict protectionist policy. That is neither 
feasible nor desirable. I want a free trade policy with the world but 
one that also is a fair trade policy for the United States. It has been 
one-sided for too long. Certain foreign nations must be made to 
realize that free wheeling trade with America is not consistent with 
their own rigid, restrictive practices and polices.

American workers cannot continue to compete against the low 
wages paid by foreign manufacturers. American industry cannot con 
tinue to compete against unfair and unreasonable trade barriers 
erected against it by foreign governments. Our Federal Government 
cannot continue to give financial assistance to every worker who loses 
his job to imports. The Congress cannot continue to avoid its respon 
sibility to protect our industries and their workers.

The textile and shoe industries need protection immediately—hope 
fully this protection will spread like an umbrella to cover all Ameri 
can industry.

I thank you, Mr. Chairman, and the committee, for the opportunity 
to express my opinion on this crucial issue.

Mr. ULLMAN. "We thank you for the information contained in the 
testimony you have presented. If there are no questions, we will pro 
ceed to the next witness.

Our next witness will be Mr. Hoff and Mr. Foner.
Would you please identify who is going to be the spokesman today ?
Introduce yourself and your colleagues for the record. State for 

whom you are appearing and proceed as you see fit.

STATEMENTS OF CHARLES HOFF, ASSISTANT MANAGER, FURRIER 
JOINT COTINCIL OP NEW YORK; AND HENRY FONER, ON BEHALF 
OF FUR & LEATHER DEPARTMENT OF THE AMALGAMATED 
MEAT CUTTERS & BUTCHER WORKMEN OF NORTH AMERICA; 
AND RALPH SHAPIRO, COUNSEL; AND EUGENE DREISIN, 
FORMER PRESIDENT, AMERICAN FUR MERCHANTS COUNCIL

Mr. HOFF. On my extreme left is Mr. Kalph Shapiro, the union 
counsel. On my right is Mr. Eugene Dreisin, the former president of 
the American Fur Merchants' Council.
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SUMMARY
1. Support for H.R. 3093 and 3094 to repeal embargo on Russian and Communist

China fur skins.
The embargo against certain Russia and Communits China fur skins (ermine, 

fox, kolinsky, marten, mink, muskrat and weasel), which was enacted by the 
trade Imports Act of 1951, has helped rather than hurt, Eussia and Communist 
China and it has hurt, rather than helped, the workers, dealers, processors, and 
manufacturers in the American fur industry. Therefore, H.R. Nos. 3093 and 3094 
to repeal this embargo should be immediately enacted.
2. An embargo on raw materials, such as fur skins, but not on the finished 

•products made from the embargoed, materials, greatly increases the demand 
for tUe tanned materials and, therefore, helps the target countries. 

The embargo on these skins has been self-defeating because it does not reach 
the import of finished garments made from the banned skins. Since there is no 
restriction upon the import into the United States of finished fur garments made 
from these embargoed skins, an enormous incentive for the purchase of these 
skins abroad and their manufacture abroad has been created. During 1969 alone, 
the value of imported fur garments increased 250%. This is attributable prin 
cipally to the incentive created by the embargo.
3. The embargo on fur skins, unaccompanied by an embargo on fur garments

made from these skins, destroys the jobs of American fur workers 
The increase in imports on finished fur garments has been paralleled by a 

decrease in the job opportunities of American fur workers. During the past 
several years, about half of these jobs have been lost. In 1969 alone, there was a 
further decrease of about 15% in such employment opportunities.
4- The embargo hurts American industry and helps the target countries.

The embargo has thus caused enormous harm to American workers and to 
processors, dealers, and manufacturers in the industry and it has helped the 
target countries. Since the embargo has thus had an opposite effect to that which 
Congress intended when it enacted it, it should be immediately repealed, as pro 
vided by H.R. 3093 and 3094

My name is Charles Hoff. I am the assistant manager of the Furriers 
Joint Council of New York, of 250 West 26th Street, New York City, 
an affiliate of the AMC & BW of North America, AFL-CIO. The 
council is the collective bargaining representative of the 10,000 fur 
manufacturing employees in the Greater New York area, that is, it 
represents those workers who manufacture fur skins into fur garments.

I am here to make an urgent plea for the enactment of House bills 
Nos. 3093 and 3094, which have been introduced by Congressman Gil 
bert. These bills would repeal the embargo of raw and dressed fur skins 
from Russia and Communist China, which are now contained in the 
Trade Agreement Extension Act of 1951. I am joined in this plea by 
the dealers, retailers, processors, and manufacturers in the American 
fur industry. The past president of the American Fur Merchants As 
sociation, Mr. Eugene Dreisin, is at my side in this hearing and, with 
your permission, will participate in answering any questions which you 
may have.

The embargo on Russian and Communist China skins is provided by 
part 5, subpart B(4), section 121.65 of schedule 1 of the Tariff Sched 
ules (19 U.S.C. annotated 1202) of this act which forbids "the entry, 
or withdrawal from warehouse, for consumption of ermine, fox, 
kolinsky, marten, mink, muskrat, and weasel fur skins, raw or not 
dressed, or dressed, which are the product of the Union of Socialist 
Soviet Republics or of Communist China."

Experience with this embargo has proved that it is self-defeating and 
detrimental to our national interest. It has hurt us, not Russia or Com-
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munist China. On the contrary, it has helped both of these countries and 
it is increasingly helping them, for it has actually encouraged the im 
port of these seven banned skins at an accelerating rate, to the increas 
ing detriment of all branches of the domestic fur industry, and espe 
cially to the fur manufacturing employees whom we represent, and to 
the detriment of the national economy as well.

This incredible result is due to the fact that the ban on the import 
of raw or dressed skins does not restrict the import of fur garments 
manufactured from these skins!

As a result, it is entirely legal for manufacturers and retailers either 
to buy these skins abroad and have them there manufactured into 
finished garments, or to buy finished garments made from these skins 
for import into the United States. Such garments have been increas 
ingly featured and promoted by some of the most prominent stores in 
the New York area.

The same is true of other markets in the United States. The result 
has been loss of scarce jobs and livelihood for American fur workers, 
harm to domestic fur breeders, processors and dealers, and bank 
ruptcies and failures of manufacturers of garments made from non- 
banned skins.

This harm is caused by the underlying fact that the embargo on these 
skins creates the illusion that it depresses their prices. Some people 
may, therefore, believe that the embargo is accomplishing its purpose. 
However, the contrary is the fact, for the seemingly lower price makes 
these skins artificial]}' and, therefore, unfairly competitive with other 
skins. The increased and expanding volume of sales and rise of this 
practice, therefore, more than compensates for any lower unit price, 
assuming that there is indeed a lowered price. More importantly, also, 
the ban on the raw material, but not on the finished product, compels 
the manufacture of these skins into garments to be performed in other 
countries, where standards of wages, hours, sanitation, health, and 
other benefits are far below ours.

The finished imported garments are thus more than competitive with 
American products and they increasingly threaten the domestic indus 
try. This is so despite the superior styling and workmanship of Ameri^ 
can garments and the greater productivity and skill of American 
workers. Moreover, the harm is not limited to them. The balance of 
payments of the Nation is adversely affected because the present situa 
tion encourages the expenditure of American dollars for labor abroad 
instead of as payment of wages to American workers.

The truth of this statement is reflected in the alarming 250-percent 
increase in the value of fur garments imported into the United States 
during 1969. According to the Department of Commerce these imports 
rose during that year from $4,664,239 to $11,538,309.

The increasing rate of import of such garments shows that any 
damage to the target countries is miniscular in comparison to the dam? 
age to the domestic economy, and that the effect of the embargo is the 
very opposite of what Congress intended it to be when it enacted it.

While the Department of Commerce figures do not break down into 
the type of skin from which these imported fur garments were made, 
it may be reasonably assumed that the bulk of this startling increase 
was attributable to the loophole in the embargo. America leads in
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ing and quality of fur garments, and American fur garments have 
worldwide prestige and recognition.

This is partially reflected in the fact that even the Papal Court has 
its fur garments made in this country. Thus the 21/£-fold increase in 
fur imports which occurred during 1969 is explainable only by the in 
credible self-defeating incentives which the embargo creates for the 
increased purchase worldwide of garments made from these Russian 
and Chinese skins. It is thus apparent that the embargo helps—it does 
not hurt—these target countries.

Concomitantly with this surge of imports should be noted the tragic 
decline in employment opportunities for American fur workers. Not 
too long ago there were about 20,000 organized fur workers in the New 
York area. Now there are less than half of that. During 1969 employ 
ment in the New York fur industry and payrolls (after adjustment 
for wage increases negotiated that year) declined between 13 and 15 
percent. This loss of employment opportunity is the more tragic be 
cause of the uniqueness of the skills of fur workers. Workers with 
lifetimes of experience in the highly trained craft requirements of the 
industry are being driven from it at great personal tragedy. These 
workers do not have the ability nor the youth to train for other skills 
and they are being dumped like trash, to the economic detriment of our 
city and Nation.

If the embargo served its intended purpose, some justification for 
these tragedies might exist. But since the embargo on these skins 
has had results which are the very opposite of those which were in 
tended, it is plainly self-defeating. Since no possible justification for its 
continuance exists, it should be repealed, and the sooner the better.

I therefore respectfully urge you to act favorably and 'immediately 
upon Congressman Gilbert's bills Nos. 3093 and 3094 to repeal this 
ill-advised and harmful embargo.

Mr. VANIK (presiding). Mr. Foner, do you want to proceed?

STATEMENT OP HENEY FONER

Mr. FONER. I am Henry Foner, and I am president of the Joint 
Board Fur, Leather & Machine Workers Union at 109 West 26th 
Street, New York City. I appear here in behalf of the Fur & Leather 
Department of the Amalgamated Meat Cutters & Butcher Workmen 
of North America (AFL-CIO), which represents 25,000 fur and 
leather workers in the United States and Canada.

I appear for the purpose of registering our vigorous and unequivocal 
opposition to any of the bills before you which are intended to impose 
quotas on raw mink skins imported into the United States.

SUMMARY
1. The Union opposes the imposition of any quotas on the importation of raw 

mink skins into the U.S.
2. The Union's opposition to quotas on raw materials is not inconsistent with 

its suport of quotas on finished products, such as shoes.
Raw materials (in this case, mink fur skins) furnish the source of work for all 

segments of the industry—in the handling, processing and manufacture of these 
skins into fur garments.

3. Import quotas on raw skins would have a disastrous effect on an industry 
already hard hit by economic crisis.
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4. The economic health of the fur industry depends upon the health of all its 

component parts, and no segment can prosper while the others suffer.
5. With the exception of the mink ranchers, all segments of the industry—deal 

ers, processors, manufacturers and labor—are united in their opposition to the imposition of quotas on raw mink skins.
Mr. FONER. I should like at the outset to clear up any confusion that 

may be caused by the fact that earlier in these hearings, a represent 
ative of our union testified in favor of quotas on shoe imports. This 
apparent contradiction is no contradiction at all. On the contrary, 
these two presentations point up the very heart of the union's case 
in this matter. The quotas we support are those on finished products— 
the kind of products Congressman Dent was talking about earlier— 
where the jobs and livelihoods of American workers are being elim 
inated by the competition of the substandard wages, hours, and 
working conditions of foreign labor.

In the case of raw skins, however, the imposition of import quotas 
would have precisely the opposite effect. Mr. Hoff has already demon 
strated to you, in his testimony, the self-defeating nature of the em 
bargoes on Russian and Chinese fur skins. Import quotas on raw skins 
are simply another form of an embargo—qualitatively, if not quan 
titatively—and would have precisely the same effect on the American 
labor force in the fur industry.

For us, that means fewer jobs and reduced earnings for workers 
engaged in the handling of skins, in the processing of skins, and in the 
manufacture of these skins into fur garments. And such an effect, 
coming at a time when our fur industry is already suffering from a 
most severe economic crisis, would be nothing short of disastrous.

The impact of that crisis is already becoming all too painfully 
obvious. Even 'as I testify here, my colleagues in New York are meet 
ing with the officials of the New York Auction Co., one of the two 
major fur auction companies in the United States—which was referred 
to in earlier testimony—to work out the details of the liquidation of 
that 55-year-old landmark of the fur industry.

I must emphasize to this committee that a plentiful supply of raw 
fur skins is the "bread-and-butter" of the workers engaged in the 
various sectors of the fur industry. Restrictions on this supply not only 
reduce the materials on which our workers can perform their labors— 
but, as has been shown in the case of the embargo on Russian and 
Chinese furs, they also have the effect of encouraging the importation 
into this country of the finished garments, produced not by our labor 
force, but by workers in other countries under wage standards and 
working conditions far below those we have been able to achieve here.

I appeal to this committee not to add another devastating body 
blow to those already administered to this industry by the combined 
effects of economic adversity and the power pressures of well-meaning 
but unreasoning conservationist groups.

Finally, I would like to address myself to another seeming contra 
diction in this proceeding. I refer to the fact that the organized mink 
ranchers of this country, who share many of the problems that have 
beset the rest of the industry, have put forth the mink import quota 
as a panacea for these problems. We of the union certainly wish 
these ranchers no harm. In fact, we are dependent in large measure 
upon their economic well-being for our own. But we should like to 
point out to them in this forum, as we have in other discussions, 
that their sponsorship and continued support of the embargoes has
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not spared them one whit from the problems that they admittedly 
face today. This industry and all its components—ranchers, dealers, 
processors, manufacturers, and workers—will literally stand together 
or fall together. No group within it can prosper while the others 
decline. The ranchers have recognized this fact by agreeing to par 
ticipate with all other segments of the industry in a vast promotional 
effort aimed at reversing the decline and starting the road back to 
economic health. We of the union have welcomed this constructive 
approach to our common problems.

We sincerely hope that the ranchers will come to recognize that 
the same approach should be taken toward the question of import 
quotas on raw skins. The dealers, the processors, the manufacturers, 
and the representatives of labor are unanimous in their opposition 
to such quotas. Are all of us marching out of step to the true interests 
of the industry ? The answer is obvious. And the answer to this com 
mittee must be equally obvious: Keject any effort to tack a mink 
import quota 011 the bills aimed at protecting the textile and shoe 
manufacturing industries and their workers.

I urge you to heed this most pressing request from an already 
beleaguered fur industry.

Thank you very much.
Mr. VANIK. Did you want to add anything to the statement, Mr. 

Dreisin ?
STATEMENT OF EUGENE DREISIN

Mr. DREISIN. I am president of a brokerage concern dealing in 
imports and exports of skins into and from the United States. I 
would like to clarify the situation in respect to the embargo.

The embargo was instituted in 1951. It was instituted, incidentally, 
by the same mink ranchers who are here today asking for protection 
in respect to importation from Scandinavian countries and Canada. 
It was a protectionist measure.

The law at that time was passed without any public hearing. 
Besides mink it also embargoed six other furs, most of which had, 
in fact, nothing to do with the mink industry. They were not com 
patible. Nevertheless, they disappeared from the American market, 
and the result of this was a rather catastrophic situation in our trade5 . 
as Mr. Hoff explained to you before.

The theory behind the prohibition of the six other furs was ap 
parently that anything that has hair on it is in competition with mink. 
But, in fact, these articles were not in competition.

The Russian embargo, in fact, is not the only restriction under 
which the American fur trade is laboring at the moment. The same 
ranchers in 1939 succeeded in establishing an import quota on silver 
foxes. This import quota, of course, didn't work, and the silver fox 
industry died.

We have today pratically no production of silver foxes in this coun 
try. The same people are now pushing to reduce the importation of raw 
mink. I am afraid if they are successful and the importation of raw 
mink is reduced, then the rest of the industry will again shrink and 
we will probably die. Eaw mink and raw furs in general are the prime 
raw material for our industry.

If you take away a free supply of this raw material, you diminish 
the scope of the workers engaged in the fur trade and by fqrce you
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create a situation where the importation of already made garments 
from Europe becomes an economic feasibility and much more practical.

I would, therefore, like to urge this committee that these bills that 
are in front of you to set up import quotas on mink should be rejected. 
They will do a lot of harm to everybody in the fur trade industry.

I would also like to support the enactment of Congressman Gilbert's 
bills, which would remove a law which has done a lot of harm to our 
trade and which, in fact, has not done anybody any good.

(The following was received by the committee:)
A STUDY OP "THE EMBARGO ON 7 SOVIET Ftras" FOB THE AMERICAN FUB 

MERCHANTS' ASSOCIATION, INC.
INTRODUCTION

On June 16, 1951, President Truman signed the "Trade Agreements Extension 
Act of 1951".1 This act extended the Tariff Act of 1930 as amended and extended, 
for a period of two years. Section Eleven of the Extension Act reads as follows:

The President shall, as soon as practicable, take such measures as may be nec 
essary to prevent the importation of Ermine, Fox, Kolinsky, Marten, Mink, Musk- 
rat and Weasel furs and skins, dressed or undressed, which are the product of 
the Union of Soviet Socialist Republics or of Communist China.2

BACKGROUND OF THE LEGISLATION

In 1951, a bill, H.R. 1612, was introduced into the House of Representatives to 
extend and amend the Trade Agreements Program. The House Committee on 
Ways and Means held hearings on the bill and then the House of Representatives 
passed the measure. In this original version there was no mention of any restric 
tions on the importation of furs.

The bill was then sent to the Senate. The Senate held hearings, made various 
changes, but again there was no mention of any ban on furs right up to the day 
of the final vote. Then, on May 23, 1951, immediately preceding the vote on the 
entire measure, Senator Joseph R. McCarthy (Rep.-Wisconsin) offered an 
amendment from the floor. The amendment required that imports during 1951- 
1952 of Mink, Silver Fox and Mnskrat be limited to a quantity not to exceed 25 
percent of domestic production during the preceding year.

Senator Walter F. George (Dem.-Georgia), Chairman of the Senate Finance 
Committee, warned Senator McCarthy that the House of Representatives prob 
ably would not accept this rider. He said, "I am willing to take it to conference, 
but I cannot guarantee to hold it in conference. I am quite sure the House would 
not consent to accept the amendment".8

The amendment was adopted by voice vote and then the entire measure was 
approved and sent to a House-Senate Conference Committee. It should be noted 
that the statement submitted by Senator McCarthy in support of his amendment 
was misleading in several respects. For example, he said, "Figures reveal our 
domestic production of mink has remained relatively static since 1947 at about 
two and one-third million pelts". This was to support his contention that the 
mink farmers were not able to make any money. As a matter of fact, United 
States production of ranch mink increased from 1,525,763 pelts in 1947 to 2,- 
219,553 pelts in 1951, a gain of almost 50 percent! * Since that time, the domestic

The Conference Committee met to reconcile the different versions of the ex 
tension act which had been passed in the Senate and the House. On May 28, 
production of ranch mink has grown to over seven million skins annually but 
still cannot satisfy the domestic demand and export requirements.5 
1951. the conferees reached final agreement on a mutually acceptable version. 
The McCarthy amendment had been eliminated, but in its place was substituted 
Section Eleven with its total ban of seven U.S.S.R. furs.

The next day, May 29, 1951, the Senate adopted the compromise version, voting 
on the measure as a single unit. On June 5, 1951, the House passed the com-

1 Public Law 50—82d Congress : Chapter 141— 1st Session ; H.R. 1612.
2 This study Is concerned with the embargo only as applied to the U.S.S.R.
8 Congressional Record, Vol. 97, Ft. 4, May 23,1951, p. 5720.
* National Board of Fur Farm Organizations.
5 Tariff Commission release "escape clause Report on Mink Skins," September 17, 1859.
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promise measure on a voice vote without discussion, and on June 6, 1951, Presi 
dent Truman signed the measure into law.

At no time was an opportunity extended to the fur industry, its allied in 
dustries, consumers or any other groups of citizens, to testify in favor or against 
the proposed legislation. The form in which the amendment was introduced and 
pushed through precluded such testimony.

On August 1, 1951, President Truman signed a proclamation giving effect to 
Section Eleven and on November 20, 1951, sent a letter to Secretary Snyder ap 
plying the embargo effective January 5, 1952. The Trade Agreements Act was 
extended again in 1953,1954,1955 and 1958.

In 1962 the Administrations Trade Extension Act HR 9900, in its original 
form, provided for the elimination of Section Eleven, but after the bill emerged 
from Committee and in its final form, as HR 11970, the Embargo was reinstated 
and is still in force today.

Why was Section Eleven made part of our trade policy?
We must assume that the prohibition against the fur imports was apparently 

intended as a measure of protection for domestic fur producers. If it was in 
tended as a general step of economic warfare against the ILS.S.R., would it not 
have prohibited all imports from the U.S.S.R. rather than an arbitrary lew fur 
Items?

SUMMARY OF PERTINENT FACTS AND STATISTICS

How important were the embargoed furs? What part did they play in our 
total trade with the TJ.S.S.R.? What share of our total fur imports did the seven 
embargoed furs from the U.S.S.R. represent? This section provides in summary 
form the answer to these and similar questions. A complete set of statistical 
tables appears in the appendix of this study.

Our annual imports of the seven embargoed furs from the U.S.S.R. averaged 
$7.1 Million for the five years 1947-1951. They reached a peak of $9.1 Million 
in 1948 and a low of $5.7 Million in 1949. Total fur imports from the U.S.S.R. 
during the same period averaged $30.5 Million per year with a high of $43.3 
Million and a low of $21.1 Million. Total imports of all commodities from the 
U.S.S.R. varied from $86.8 Million to $27.5 Million, and averaged $53.8 Million 
during the same period. These figures, with the exception of 1951, were all 
available to Congress when the law was passed. We see in Table 1 that imports 
of the embargoed furs represented only a minor part of total fur imports from 
the U.S.S.R. and of our total imports of all commodities from that country.
TABLE 1. U.S. IMPORTS OF 7 U.S.S.R. FURS, ALL U.S.S.R. FURS, AND ALL U.S.S.R. COMMODITIES (ANNUAL AVER 

AGES 1947-51)

Value Percentage 
(millions) of total

AM importsfrom the U.S.S.R.......... . . . .... . .. . ..._......... J53.8 100.0
All fur imports from the U.S.S.R.-................................................ 30.5 57.0
Imports of 7 furs from the U.S.S.R................................................ 7.1 13.2

Source: U.S. Department of Commerce, Bureau of the Census.

,While the banned furs represented only a part of fur imports from the 
U.S.S.R., they represented even a smaller part of total fur imports from all 
sources. During the five years 1947-1951, total imports of fur from all sources 
averaged $124.8 million per year. We thus see that the U.S.S.R. supplied 43.1% 
of the total fur imports and that the seven embargoed U.S.S.R. furs accounted 
for only 5.7% of the total fur imports.
TABLE 2. U.S. IMPORTS OF 7 FURS FROM THE U.S.S.R. AND TOTAL FUR IMPORTS (ANNUAL AVERAGES 1947-51)

Value Percentage 
(millions) of total

Imports of all furs from all sources...................................----------... $124.8 100.0
Imports of 7 furs from the U.S.S.R.........................................----... 7.1 5.7

Source: U.S. Department of Commerce, Bureau of the Census.
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Apart from the fact that the importation of the seveii furs amounted to only 
5.7% of our total imports of furs, the prohibited articles were in fact hardly 
ever in competition with their domestic counterparts, and their exclusion from 
the domestic market never had a logical economic basis. This may be seen if 
we analyze each of the seven furs in relation to the United States production.

1. Kolinsky : U.S.A. produces none.
2. Weasels: U.S.A. produces none. (U.S.S.B. also poduces none.)
3. Martens: At the time of prohibition and up to the present time, United 

States production was and is negligible.
4. Ermines: American Ermine in the trade are called "Weasels". At the time 

of prohibition and up to the present time, United States production was and 
is negligible.

5. Foxes: (a) Red Foxes, Grey Foxes and Cross-Foxes were at the time of pro 
hibition and are up to the present time, not in great demand and trapping of these 
furs in the United States for commercial purposes was and is up to the present 
time neglected. (b) White Foxes and Blue Foxes are not produced in the United 
States except a few thousand in Alaska, (c) Silver Foxes have been out of fashion 
and very few are raised in the United States or in any other country.

It is interesting to point out that the American Silver Fox industry at one 
time was very large and the annual production of 350,000 skins a year was 
reached in 1939."

Silver Foxes were protected by a duty of 37% and in 1939 the Fox ranchers suc 
ceeded in having Congress impose an import quota which limited the importation 
of foreign Silver Foxes to 100,000 skins each year. This import quota and duty 
are still on the books today and what is the result?

(a) In 19G5 importation of Silver Foxes was down to practically zero.7
(6) In 1965 American yearly production of Silver Foxes was down to a few 

thousand skins.8
(c) In 1965 American consumption of Silver Foxes was down to zero.
It is clear that neither an embargo against the U.S.S.R. nor a general pro 

tective tariff against all other countries has helped the domestic Silver Fox in 
dustry. In the fur industry, fashion is the primary determining factor, and any 
restrictions in the normal supply of any given fur, drives the manufacturing 
and dealing segments of our trade into other fields, and the end result is almost 
always to the detriment of those who were seeking protection in. the first place.

6. Muskrats: Of the seven embargoed articles, Muskrats is the only one 
where there appeared to be any area of competition. In 1951, the United States 
was producing 7,919,969" pelts per year for an estimated value of $12,000,000. 
The U.S.S.R. exported about 2.5 million pelts yearly and 1,522,458 pelts were 
imported into the United States for a value of $2,350,000.w The average annual 
import of the U.S.S.R. Muskrats into the United States in 1947-1951 amounted 
to $2,430,000. In other words, the U.S.S.R. import of Muskrats into the United 
States amounted to about 20% of the domestic production.

It is interesting to note that the United States, during the same period, ex 
ported an average of 3,946,704 Muskrat skins for the dollar equivalent of 
$6,436,151.10 In other words, we exported more than 50% of our domestic 
production.

After the imposition of the embargo, domestic production and price of Musk- 
rats steadily declined and by 1960 it was down to 5,077,501 Muskrats produced 
in the United States for an estimated value of $4,250,000. The latest figures 
supplied by the Msh & Wildlife Service of the Department of the Interior show 
that the catch in 1965 amounted to 4,305,096 skins or a decline of almost 50%. 
According to the figures supplied by the dressing factories, there were dressed 
and consumed in the United States in 1966 only 228,067 skins, and the consumer 
demand for Muskrats in the United States has almost disappeared.

A similar situation developed as with Silver Foxes. Demand for Muskrats in 
the American market declined and many American dealers and manufacturers 
stopped handling and promoting this item. The American trappers, collectors 
and dealers became vitally interested in the European market where trading 
remained free and fashion demand for this article continued strong.

Because the embargo disturbed the normal international marketing structure, 
the losers turned out to be the American trappers whose interests the Mink 
ranchers seemed to be protecting.

0 Department of the Interior Fish and Wildlife Service. 
7 U.S. Department of Commerce, Bureau of the Census. 
s Department of the Interior Fish and Wildlife Service.
9 Department of the Interior Fish and Wildlife Service.
10 U.S. Department of Commerce, Bureau of the Census.
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7. Mink: The United. States is the largest producer of wild and ranch Mink in 
the world, and the U.S.S.R. is one of the smaller producers. At the time of the 
imposition of .the embargo in 1951, United States production of ranch Mink was 
2,219,553 pelts for an equivalent .dollar value of $38,519,000.u The U.S.S.R. 
production at that time was estimated1 at about 100,000 pelts (including wild 
and ranch raised), of which 11,564 " skins were imported into the United States 
with a dollar value of $220,096. For the period of 1947-1951, an average of $296,- 
000 of the U.S.S.R. Mink was imported each year against an American produc 
tion of over $38,000,000 and it is difficult to see how this minute importation of 
the U.S.S.R. Minks constituted a threat to the American Mink ranchers. It is 
interesting to note that in 1951 the United States imports of Mink from all 
sources amounted to $17,220,000.

Table 3
U.S. mink production in 1951—_____——_——————————— $38, 519, 000 
General mink imports in 1951—-__________——————————— 17, 220, 000
U.S.S.R. mink imports in 1951———————————————————— 220,096

In other words, imports of U.'S.S.R. Mink at the time of imposition, of the 
embargo amounted to about 0.57% of domestic production and about 1.3% of 
the over-all Mink imports.

SUMMARY

Ermine, Kolinsky, Martens, Weasels, Foxes: These five furs under present 
economic conditions are either not produced in this country at all, or, produced 
in small, insignificant quantities.

The lifting of the embargo cannot possibly do harm to something that does 
not exist.

Muskrats: This is the only article where some form of competition existed, 
despite the so-called protection of the present law, and it has suffered badly.

There has been a decline in the catch of United States Muskrats of almost 
50% and United States consumption of this article has declined to an insignifi 
cant quantity. The embargo makes even less sense now than, it did when orig 
inally imposed.

Mink: Imports of this article at the time of imposition of the embargo amounted 
to little over 0.5% of the domestic production, and by no flight of the imagina 
tion could it have been considered as a competition for our domestic producers.

The United States production of Mink in 1965-1966 reached 8.3 Million u skins 
and production in the rest of the world reached 10.8 Million" skins (excluding 
the U.S.S.R.). In other words, we have a free world production, of about 19 
Million Mink which can be and is freely imported and exported into and out of 
the United States and all other free trading countries. UJS.S.R. Mink export 
was about 1.7 Million ^ during the same period. This means that the U.'S.S.R.'s 
export today is below or about 8% of the world's Mink production. Because of 
the embargo, all U.S.S.R. Minks are sold and consumed in Europe and Canada. 
If the embargo is lifted, only part of the U.S.S.R. Mink can come to this country 
because there is no reason why Europe and Canada should suddenly stop using 
U.S.S.R. Mink, and therefore lifting of the embargo at worst can have only a 
marginal effect.

The following seventeen countries are today Mink producers: United .States, 
Denmark, Norway, Sweden, Finland, Canada, U.S.S.R., Netherland, England, 
West Germany, East Germany, France, Belgium, Poland, Spain, Yugoslavia, 
Czechoslovakia.

We can export our Mink to all and import from all of the aforementioned 
countries . . . .except Russia. Why Russian Minks are of special danger to the 
American Mink industry, nobody has ever been able to explain.

American Mink producers who appear to be the prime instigators of the em 
bargo are perfectly willing to sell, and have sold, to practically every country 
in the world, including the U.S.S.R., breeding stock of American Mink; they

11 National Board of Fur Farm Organizations and Auction Company Sales Reports12 U.S. Department of Commerce, Bureau of the Census.
13 Naitlonal Board of Fur Farm Organizations.
14 Based on official figures supplied by :

(a) National Board of Fur Farm Organizations. 
(6) Scandinavian Fur Farm Organizations, 
(c) Canadian Department of Agriculture, Fur Section, (rf) Public auction and private offerings.

15 Compiled by V. O. Sojuzpushnina and verified by public auction catalogues and free sales.
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are nevertheless strongly opposed to the importation of the offsprings. This 
is inconsistent and improper from a fair business point, and appears highly 
unethical.

ECONOMIC EFFECTS OF THE EMBARGO

The immediate result of the embargo has been, of course, to eliminate the 
import of the embargoed furs from the U.S.S.R., but the long run economic 
effects on our trade have been far greater than that of simply cutting off the 
importation of the seven articles.

Although the embargo covered only a small part of the overall fur Imports, 
their unavailability in the New York market generally contributed to the 
decline in the overall fur imports and exports, and New York started losing its 
importance &s an International distribution center of world furs.

This has resulted in a shrinkage of total business in the New York market 
which adversely affects most segments of the industry.

The imposed embargo of the seven articles, although small in dollars and 
cents, had a great psychological effect on international producers and traders 
and contributed to the shift of the world fur market from New York to London. 
The fur trade is basically an international trade and any restrictions on free 
exchange of goods works economically against the country which imposes such 
restrictions. One of the characteristics of a world market is that there should 
always be a wide and full selection of the world's furs available. Buyers from 
Canada, South America and Europe prefer to buy in such a market and there 
fore have now largely shifted their patronage to London. This means a loss of 
income and commissions to dealers, brokers, and all workers in New York City 
who have made, in the past, this City the leading raw fur center of the world. 
It also means a loss of business to shipping, insurance and financial firms which 
provide the necessary services for the international fur trade.

The irony of this situation is that our imports of manufactured furs have been 
quite substantial. Many of the imported garments are manufactured from the 
embargoed furs. This is perfectly legal and within the law, but very unfair 
to the American worker.

It should be emphasized that the narrowing of the variety of furs that can 
be offered is felt right through the domestic industry all over the United States 
from the trapper up to the retail level. Restrictions on the supply of raw fur 
eventually means restrictions on the amount of business the industry can do.

In support of the above, we submit the following tables of statistics:
A. Dressing and dyeing firms 1951, 50 firms; Dressing and dyeing firms 196Q 

25 firms.18 A decline of 50%.
B. Manufacturing firms in 1951, 2,112; manufacturing firms in 1966, 1.261.17 A 

decline of 40%
C. Workers employed in manufacturing 1951, 13,600; Workers employed in 

manufacturing 1966,8.700.1' A decline of 36%.
American observers outside the fur industry have commented on the narrow 

purpose of Section Eleven and the manner of passage. Harry S. Radcliffe, 
Executive Vice-Prasident of the National Council of American Importers, 
declared, "It was particularly disturbing to have a pressure group using the 
device of anti-Communism to obtain tariff protection for producers of special 
types of furs".19 The question of fairness also cannot be ignored. The for 
industry, the group most vitally affected by the ban, was never given an 
opportunity to testify against the proposed legislation. It is primarily an industry 
of small firms unable to defend itself adequately.

Finally, there is the effect of the embargo on the consumer. If the American 
public does not wish to purchase the TJ.S.S.R. furs, the embargo is superfluous. 
As a matter of law, all furs must be labeled to show the country of origin. 
But, as a special House Committee on Small Business pointed out in opposing 
a ban on fur imports in January, 1951, the present type of legislation deprives 
the consumer of a free choice.20

CONCLUSIONS

The background of the legislation, the analysis of the embargoed furs, the eco 
nomic effects of the embargo and other implications lead to the folio-wing 
conclusions:

u Fur Dressers Guild Inc.. Furriers Joint Council of N.Y.
17 Compiled bv Fur Age Weekly.
18 N.T. State,'Dept. of Labor, Furriers Joint Council of N.T. 
18 The New York Times, December 7,1951, pg. 29. 
" The New York Times, January 4,1951, pg. 40.
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1. There was no economic reason in 1951 to enact this embargo and there 
is still less economic reason to keep it on the books.

2. Ttois embargo has done a lot of harm to a lot of people in our trade 
and has done no good to anybody at all.

3. The embargo has .aggravated our economic relationship with Russia far 
in excess of its overall importance.

4. Lifting of the embargo would certainly improve the trade picture with 
the U.S.S.R. and remove a strong irritant.

It would certainly benefit most segments of the American fur trade which 
might again start playing an important role as a major distributor of world's 
fur.

It would certainly stimulate our domestic manufacturing industry and put 
it on equal footing with other countries.

Based on the foregoing, we strongly urge the removal of the embargo.
STATISTICAL APPENDIX 

|AII figures in thousands of dollars]

1947 1948 1949 1950 1951 1952 1953 1954

Imports of all furs from 
U.S.S.R.. ................

Total imports from U.S.S.R ... 
Total imports of furs from

Imports of 7 furs from 
U.S.S.R.:

Fox..__. __..___
Kolinsky. .....

Mink..........

Weasel.................

Total.........

43,308
77,101 

127, 039

753
2,330
1,092
1,557

310
1,624

43

7.709

40,522
86, 824 

164,479

741
1,621
1,771
1,319

200
3,353

57

9.062

25,213
39, 140 

108,960

405
361
784
994
269

2,882
10

5.705

21,061
38,242 

109,309

674
437

1,456
1,142

504
1,941

70

6.224

22, 515 12, 304 7, 068
27,516 16,742 10,800 

113,995 78,656 73,026

871 ......................
12 ..............._......

1,612 ............_......_..
1,624 ......................

200 ......................
2,351 ......................

10 ......................

6.680 ......................

8,177
11, 800 

72,004

Source: U.S. Department of Commerce, Bureau of the Census.

Mr. VANIK. Are there any questions ?
Mr. BYRNES. On the imported garments that are coming in, can 

they be identified as made of embargoed furs; namely, from Red 
China or from the Soviet Union ?

Mr. HOFF. Yes, Congressman; they can. The Federal Trade Com 
mission regulation says that any fur product has to have a tag denot 
ing the country of origin. So while they may not have the identity of 
where it is manufactured, it does have the origin of the fur.

Mr. BYRNES. I see. When they come in, do they come in under the 
column 2 duty which would be 50 percent on the item if the garment 
came from Russia, or 14 percent if it came from some other country ?

Mr. HOFF. I spent some time at the Commerce Department yester 
day. The information we gathered was that all of the fur products 
come into the 14-percent category. This is the duty placed on the fur 
garment.

Mr. BYRJJES. The garments themselves are coming from, let's say, 
England or some other country, even though they are made of furs 
that originated in Russia ?

Mr. HOFF, Or China. That is correct. That has been the problem 
that we have had for almost 20 years, that the American worker and 
the American manufacturer cannot be competitive because he is not 
allowed to make the product that is embargoed.
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Mr. BYRNES. I think you have called to the attention of the com 
mittee a situation that certainly does require attention. It is point 
less to establish an embargo if you leave another method of entry for 
the same item that you have embargoed.

Mr. HOFF. That is correct, Congressman.
If I may, the bill that has been proposed by the fur farmer on the 

import quota also leaves the same loophole, which is another problem 
that has to be dealt with.

Mr. BYRNES. I think you do have to deal with the aspect of the gar 
ment, there is no question about that.

I will address this to Mr. Foner.
As far as you people are concerned, it doesn't make too much dif 

ference whether you are working on mink skins that come in from 
Scandinavia or from Minnesota or Wisconsin, does it? There is no 
great concern to them one way or another as long as they have the 
skins to work on ?

Mr. FONER. Exactly; as long as they have the skins to work on. But 
the skins are the things they have to work on. When you restrict that 
supply, you are setting, unfortunately, limitations on the kind of work 
they can do. Other factors have created so many limitations that this 
is just another blow in that respect.

Mr. BYRNES. But if there is an orderly market of some kind, just 
because you limit the proportion of the market that can be supplied 
by, let us say, Scandinavian skins, there is still some encouragement 
for American ranchers to supply the rest of the market and some en 
couragement for them to create a market.

Who really created the market for mink skins, mink jackets and the 
fancy minks in this country? Wasn't it the ranchers themselves 
through their operations ?

Mr. FONER. It was not exclusively that at all, Congressman. The 
operation of promotion certainly made a contribution, but there have 
been other vast promotional efforts that have been carried out by other 
sectors of the industry and they have made their contribution toward 
creating this demand.

Mr. BYRNES. I would like to be advised as to the contribution made 
by other segments, in terms of money spent for the development of the 
market. I think it would be interesting for our record.

Mr. HOFF. If I may, I would like to go into this a little further on 
your question. In 1955, the fur union, when it negotiated a contract 
with the fur employers, with the manufacturing employers, set up 
what was called a fur label authority. That is attached to every gar 
ment made by American fur workers. The label says that it is made 
under fair labor standards.

We sold that label to the American fur manufacturer. In turn> we 
created a promotion fund that has been controlled since 1955 by an 
organization called the Fur Information and Fashion Council. This is 
an industry organization.

In the main, the contributions are made by American fur manufac 
turers, but in addition, the dealers contribute, the dresses have contrib 
uted, the auction companies have contributed, and every year approxi 
mately $150,000 has been spent for promoting American-made furs, 
including mink skins. Mink happens to be 80 percent of the American 
fur industry in this country. So in addition to the organizations ot the
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fur farmers, the other agencies in the industry have just as well pro 
moted American furs, and in particular mink, in order to get the 
American consumer to buy that product.

Mr. BYKNES. I would be interested if you could supply for the record 
some of the activities that have been carried on by this operation for 
the advancement of the fur industry in this country. I think it would 
be very interesting to the committee.

Mr. HOFF. We will send you and Mr. Gilbert letters with the infor 
mation you are seeking.

Mr. BYENES. Thank you.
Mr. GILBERT (presiding). I would suggest you send it to the chair 

man of the committee and to the members of the committee, so it can 
be submitted for the record.

(The following was received for the record:)
FORMERS JOINT COUNCIL OF NEW YORK,

New York, N.Y., June 18,1910. 
Hon. WILBUB MILLS,
Chairman, House Ways and Means Committee. 
House Office Building, Washington, D.O.

DEAR CONGRESSMAN MILLS : Pursuant to the suggestion of Congressman John W. Byrnes, of Wisconsin, contained at p. 3369 of the stenographic minutes of the hearing held before your Committee on June 9, 1970, we are enclosing a summary of the highlights of the Fur Information and Fashion Council (FIFO) since its formation in 1958. We also enclose samples (out of hundreds) of materials which the FIFO has issued to promote the sale of American-made fur garments. (This material has been retained in the Committee flies.) The FIFC is an industry wide cooperative effort, supported by all sections of the -American fur industry, to promote the sale of its products. It operates on a budget of about $150,000 annually, which is contributed by Labor and Management and various other sections of the industry. Congressman Byrnes thought that this material "would be very interesting to the Committee."
We have asked the Department of Commerce to determine the availability of wage data concerning European fur workers. These data are not presently avail able, but we know that the wages paid to American workers are about three times as high as the wages paid to the next highest European fur workers. If the Department of Commerce can obtain more exact information, we will submit it to your Committee.
We wish to take this occasion once more respectfully to urge the repeal of the embargo on Russian and Communist China fur skins because the embargo is detrimental to American interests and actually helps the target countries. The reasons for this were developed in the testimony of Mr. Charles Hoff before your Committee and we trust that the Committee will report favorably upon Congress- Respectfully submitted,

OSCAR WARD, Assistant-Manager.
HIGHLIGHTS OF PROMOTIONAL PROGRAM CONDUCTED BY THE FUR INFORMATION AND 

FASHION COUNCIL 1958-3970
The Fur Information and Fashion Council promotion program was formulated 

following evaluation of an early research study conducted in 1957 by Dr. Ernest Dichter. The study showed, among other things, that the fur industry at that stage was in reality a one-fur market—mink. It was also reported that young American women were fairly disinterested in furs and that only a few specific pelts had any meaning, i.e. beaver, Persian lamb, etc.
Close scrutiny of the Dichter report resulted in a series of public relations recommendations made to the industry by Ruder & Finn, Inc. focusing on the need for diversification of furs, an infusion of design creativity, emphasis on youthful styling and an education program for retailers that would attempt to alter their merchandising and sales promotion methods used in the majority of fur departments across the country.
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The following is a list in brief of the promotion activities undertaken by FIFO 
during the 12 years since the original campaign strategy was formulated. The ob 
jectives of the campaign are listed below :

1) To encourage awareness of a wide variety of furs.
2) To work with designers, in and out of the fur market, to achieve contem 

porary, youthful styling of diversified furs.
3) To convince buyers, merchandise managers and top retail store manage 

ment of new excitement in fur fashion.
4) To develop maximum publicity for these furs in consumer media—news 

papers, magazines, radio, television.
5) To work with independent and specialty retailers in providing advertising, 

display and promotional assistance stressing the new looks in fur.
6) To inform the entire membership of the fur trade on the progress of this 

program and to work with individual member groups within the fur market to 
assure support.

7) To develop effective sales training program for fur sales personnel in retail 
stores.

8) To effectively communicate to women's clubs, college students and home 
economists the role of fur in a fashion wardrobe. 

These are the activities that were carried out to accomplish the objectives:
1. Creation of the Young Designers Collection in 1958—a group of furs created 

by outstanding 'ready-to-wear designers noted for their youthful approach to 
sportswear, day wear and evening wear. The Young Designers Collection fea 
tured furs in the widest possible variety of skins, hitherto unpublicized. These 
collections were shown to the press, toured to retail stores and merchandised 
within the fur industry itself. The first Young Designers Collection brought 
forth an avalanche of press coverage in the United States and lead the FIFO 
to subsequent designer collections for the next 5 years. These included European 
collections, International collections, American Designer collections, etc. It was 
this effort that gave impetus to diversification of the fur industry and ultimately 
lead to the wide spread enthusiasm for the so-called "Fun Furs."

2. Implementation of the industry's first national sales training program 
involving the writing and production of a definitive sales training manual "How 
to Sell Fabulous Furs." Publication and distribution of this manual was backed 
up with a series of sales training clinics for retail personnel held throughout 
the country.

3. Promotional assistance for retailers in the form of advertising layout sug 
gestions, direct mail recommendations, photographs for publicity purposes, win 
dow displays, sketches and suggestions for interior store displays. This retailer 
assistance program was in force for 10 years and was warmly received by thou 
sands of independent furriers from coast to coast.

4. Extensive work in the field of television—involving the production of films 
for local women's shows in major cities and the development of lavish produc 
tion numbers for national prime time programs sucli as The Red Skelton Show, 
the Dean Martin Show, Merv Griffin and Johnny Carson.

5. The establishment of a film library which circulated FIFO productions 
titled "Fantasy in Furs" (a film on how furs are made) and "Projections 68" 
(a fashion feature) which was awarded the silver medal prize from the Eleventh 
Annual International Film and Television Festival of New York.

6. The establishment of a June Market Week tradition for the past 10 years 
wherein the FIFO presents to retail fur buyers a survey fashion show highlight 
ing the best looks of each season. The tradition culminated in 1969 when 4000 
buyers witnessed a Broadway musical entertainment produced by FIFO called 
"Constellations," featuring original choreography, music, lyrics and production 
segments.

7. A pioneering attempt to provide independent furriers vMh a professionally 
produced television commercial on furs. This was done by FIFO several years 
ago with unusually successful results in making available to the fur industry 
the talents of first-rate professional television commercial makers.

8. An extensive college promotion program has been in force over the years 
bringing youthfully styled furs to the attention of young college women in 
major universities. This program has taken many forms including presentation 
of fashion shows, research programs among' the students, "try-on" sessions to 
bring them close to furs and wide spread publicity in campus newspapers and 
on local radio and television.
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9. A massive press information program resulting in heavy editorial atten 
tion to furs. The diversified fur story emanating from FIFO has been covered 
by hundreds of major metropolitan newspapers, wire services, national maga 
zines, radio and television.

10. Production of an etequisite miniaturized, art exhibit based on the theme 
"The Timeless Art of Furs." This was created as a unique traveling window 
display for department stores and retail furriers.

11. Sponsorship and implementation of a fur industry conference held as a 
two-day event in New York in 1967. Called "Tomorrow's Fur Industry: A Blue 
print for Progress," the conference attracted a cross section of fur industry 
leaders who considered the problems and opportunities of the future in a series 
of open meetings and small workshop sessions.

12. A consumer education program involving the publication of a series of 
booklets and film strips for use among women's groups, high schools and colleges.

13. The production of a slide presentation for retail store management pro 
duced in cooperation with Fairchild Productions. The purpose of this project 
was to attempt to restructure the thinking of department store executives re 
garding the merchandising, display and sales promotions given to their fur 
departments.

14. Production of a fashion film for motion picture theater distribution. Titled 
"Futura" the film is an artistically photographed panorama of fur fashions 
created to interest consumers. It is intended for television and women's club 
distribution in addition to theaters.

These are only the highlights of the FIFO 12 year history. Each of the projects 
described above represents a milestone activity. Underlining all of these major 
undertakings has been the day in, day out information program constantly going 
forward to editors, consumers, retailers, et al. The program has been a highly 
successful one which has operated on an extremely modest budget and can 
truly be said to have accomplished its original objectives.

Mr. BTRNES. That is all, Mr. Chairman.
Mr. GILBERT. May I welcome the gentlemen here who are all from 

the State of New York.
May I say to Mr. Byrnes and other members of the committee that 

I know the very serious problem that the fur worker has in the in 
dustry today. There is rampant unemployment in the industry. I have 
many thousands of fur workers residing in my district. They have 
most vividly brought it to my attention. Being very interested in the 
industry, all facets of it, because, after all, what we are interested in 
is a healthy industry, I think that the manufacturers, the union, and 
the ranchers certainly have made a concerted effort in the area of the 
interest of the American public in the purchase of U.S. furs and the 
advantages of purchasing furs made in the United States.

A problem which Congressman Byrnes alluded to is one that con 
cerns me and was one of the factors and motivating reasons that I 
had when introducing the bill you gentlemen referred to. It was that 
we live in a dual standard and more or less in a hypocritical type of 
world, where we place an embargo upon a raw skin and yet through a 
back door method the same skin comes into our country in the form 
of a garment.

This, of course, works to the disadvantage not only of the American 
worker, but also the disadvantage of the American rancher for the 
simple reason that the very skin that they are trying to keep out of 
the country does reach the country, so that the rancher gets no ad 
vantage, and certainly it works to the disadvantage of the American 
worker who doesn't have an opportunity to work on the skin.

I think my bill would go a long way toward alleviating this situa 
tion. But, nevertheless, I would ask you gentlemen who are experts in 
the area—you deal with the workers and you deal with the problems
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on a daily basis—what recommendations do you have in this area that 
would help the American worker and help the American rancher?

Mr. FOSTER. Some of the steps that we are seeking to take were 
mentioned in my testimony. We are seeking for the first time to bring 
the entire industry together and to find meaningful ways to raise the 
kinds of revenue that will be required to solve the type of problems 
here. I am referring to an internal organization. The ranchers are 
involved in that.

This new organization is called the Council of American Fur Or 
ganizations and represents literally everybody in the industry. We 
are seeking to establish meaningful methods of raising the kind of 
revenue that will be required to solve the problem. What we have 
tried to tell our friends from the mink ranching section of the in 
dustry—and they really are just one section of the industry and not 
the entire industry—is that their fate is linked with ours.

We will work with them on trying to solve, the overall problems of 
the industry, but we submit to them respectfully that it does not lie 
in the direction of import quotas on raw mink skins. Their problems 
are industry problems. They will only be solved when the entire in 
dustry prospers.

If we can get this point across to them, I think that there will be a 
basis laid for a genuine cooperation between the ranchers, the dealers, 
the processors, the union. Our hands are literally outstretched in an 
effort to achieve this kind of industrywide cooperation.

Mr. GILBERT. You have no opposition to the American rancher, as 
I understand your testimony. You would like to see them as a very 
healthy and growing industry ?

Mr. FONER. That is right. The healthier they are, the healthier we 
are.

Mr. GILBERT. One hand washes the other, in other words.
Mr. FOSTER. We think it is misguided to believe that the solution lies 

along these lines.
Mr. GILBERT. What would you say your unemployment rate is in the 

union compared to 5 years ago, say, unemployment ?
Mr. FONER. Compared to 5 years ago, I would say it has tripled.
Mr. HOFF. We have had a lot of shrinkage in the industry over the 

past 5 years. As a matter of fact, in 1970 we retired officially over 300 
workers in our industry, which is the largest amount we ever retired. 
One of the main reasons why so many retired at one time is there was 
lack of employment.

We have an industry of old workers. Their age averages about 59 
years. As a matter of fact, for the information of the gentlemen, the 
Federal Department of Labor has seen fit to give us aai apprentice 
ship training program in our industry, and when we have a lack of 
work we can't induce young people to come in.

At least one part of the program that was mentioned at this table 
in the hearing today we think the American fur industry has ari op 
portunity to thrive and get young people to come in and be trained 
to become skilled workers.

Mr. GILBERT. These furs that are under embargo, what countries 
do thy come from when coming in in the form of a finished product ?

Mr. HOFF. Canada, Italy, Germany, France, Greece, practically 
every country of Europe.
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Mr. GILBERT. Could you provide for the record what the labor situa 
tion is in these countries with respect to employment and unemploy 
ment.

Mr. HOFF. We have been trying through the Department of Labor 
and their Bureau of Labor Statistics, and the Commerce Department, 
to get an exact figure of labor costs of fur workers and labor wages 
for workers in those countries. So far we have not been successful.

We do know, for example, that in West Germany, which has a very 
high employment rate and a very high wage rate for furriers, the 
fur worker receives a maximum of $1.50 an hour in that country.

In our country, the average fur worker receives close to $5 an hour.
Mr. GILBERT. That is the hourly wage you are discussing. I am 

talking about numbers and percentages of employment. Has em 
ployment increased or decreased in these countries as compared to the 
fact that you stated, that we have had a decrease in employment?

Mr. HOFF. In a country like Germany, for example, and I was there 
last year during the fur fair that is held once a year, we found that 
they import workers from other European countries because they 
have a shortage of skilled labor. In our own country, unfortunately, 
there are thousands of American fur workers who today do not have 
a job.

Mr. GILBERT. As I understand, in essence, while we are trying to 
place an embargo on skins that come in from Communist countries, 
on the other hand, it has an adverse effect because of the severe un 
employment problem that is created in our country because of the 
fact that a finished garment with the skin that is under embargo can 
come into this country.

Mr. HOFF. You are correct.
Mr. DREISIN. I would like to add that we have a situation in the 

world today where the fur industry in practically ©very European 
country is a thriving business. It is a good business. Normal profits are 
made and the employment rate is normal. The main reason for it is 
that they have no restrictions at all—no country in Europe has any 
restrictions—on the free importation of raw skins.

We are the only country in the world that has restrictions. There 
fore, the European countries have free and open supply of the raw 
product and, therefore, they are very competitive in any competition 
with us. There are certain items which we cannot produce in this 
country, but are produced there.

It has nothing to do with the labor scale. It is simply not available 
for our workers in this country to work it, and, therefore, we import 
the ready product. If you take off the embargo, I am sure the situa 
tion would right itself and we would be able to compete with the 
Europeans.

Our skills here are at least as good and highly developed as theirs. 
We have nothing to be ashamed of in this respect.

Mr. GILBERT. It all stems back to the fact that raw skins can get 
into these countries and be manufactured into garments, the very raw 
skin which cannot come into this country. Then it can come into this 
country as a finished product.

Mr. DREISIN. That is quite right.
Mr. GILBERT. Thank you very much.
Mr. HOFF. Thank you.

46-127—70—pt. 11———11
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Mr. GILBERT. The next witness is Mr. Arthur MacArthur of Janes- 
ville, Wis.

Mr. VANIK (presiding). Can you tell the committee what your 
organization is, Mr. MacArthur, if you represent a group?

STATEMENT OP ARTHUR R. MacARTHUR, JANESVILLE, WIS.

Mr, MACARTHUE. Mr. Chairman and gentlemen:
I represent my own business, which is mink ranching.
My name is Arthur MacArthur and I am from Janesville, Wis.
First of all, I would like to comment that we are all pleased to hear 

the people from the union are interested in our welfare because we 
certainly are interested in theirs. We have mutual interests and mu 
tual problems. It is our feeling that one of us must be wrong in taking 
the opposite positions and we feel it is to their benefit to have a 
healthy American mink industry.

In the past 18 months we have lost 75 percent of our mink ranchers 
in America. Apparently by next fall we will lose at least 50 percent of 
the remaining 25 percent, which you can see is a terrible mortality 
rate in any industry.

MacArthur Farms produces 50,000 mink pelts per year, the largest 
single production of any unit in the United States. For your compari 
son the Scandinavian countries contain ranches in size up to 400,000 
pelt production per year.

MacArthur Farms, which was established by me, has been in opera 
tion since 1928 and throughout the years has produced various agricul 
tural crops such as grain, cattle, hogs, turkeys, and great numbers of 
pheasants. In 1940 Mrs. MacArthur, who was working in a doctor's 
office as a nurse, bought 10 minks which developed in both of us a great 
interest in this specie of animal. Back in those days there were no vac 
cines available for the many diseases inherent to mink. There was only 
one color, black; this being before the advent of mutation mink, and we 
had our ups and downs with disease, malnutrition, et cetera. We mink 
ranchers in Wisconsin banded together to pool our informational 
resources, buy cooperatively and study together to learn this new 
industry.

As time went on we developed selling contracts with the auction 
companies in New York, using the deductions for small amounts of 
advertising. With the appearance of the new colors on the mink scene, 
we were able to promote and mass advertise these colors cooperatively 
into a very fascinating and profitable business. Throughout the promo 
tional era of this industry we have consistently taxed ourselves at the 
auction level to do highclass consumer advertising in the best space 
magazines available. By the continuing use of this high-quality adver 
tising and promotional campaign we were able to create an image for 
mink that made every American woman envious of her counterpart 
who could afford to wear one.

Our efforts were well rewarded until our competitors from the 
Scandinavian countries proceeded to dump such huge quantities of 
inferior mink pelts into the New York market that our American-built 
inmfe image was suddenly damaged.

These same Scandinavian competitors had previously destroyed, the
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silver fox industry in America by exactly these same tactics, and by 
the time the Congress was able to enact protective legislation, the silver 
fox industry was relegated to history and has never recovered.

This year for the first time we Americans find ourselves selling our 
1969 crop of mink pelts at prices far below our cost of production. Our 
problem can be fairly stated by concluding that we cannot long con 
tinue to raise a product and sell it for roughly one-half of our cost of 
production. We are further aware of the fact that because of the high 
cost of American labor, we can never compete cost-wise with the for 
eign competition, and even though the imports have now dropped to 
the lowest level in many years because the madket which these for 
eigners destroyed is no longer so attractive to them.

We are well aware, however, that if we take a big gamble and pour 
more money into redeveloping the image of mink, thus restructuring 
the price level, we again will be besieged with these overwhelming 
numbers of mink pelts from abroad. Thus our future presents two 
alternatives: Either we receive favorable action from our U.S. 
Congress at once or we will all be forced to abandon this business, 
which we have built and loved so dearly. We seriously request your 
help now before the American mink business becomes history.

In October 1969 I appeared before the Department of Agriculture 
with the following record that, in my opinion, clearly reflects the rise 
and fall of our industry as influenced by excessive foreign mink 
imports.

Average Unit Cost of Production figures from Arthur Young & Co., Auditors 
for many of Wisconsin's top mink ranchers.

Dressing costs based on 85% of the pelts having been sold dressed.
These figures tend to illustrate the effect of increased imports on American 

mink ranchers net prices.

Year

1956-.—.-..
1957..............
1958....——.——
1959........
I960-. — -.-.....
1961..—————
1962——— ———
1963—— —
1964——————
1965...——....
1966..— .........
1967.......... ...
1968— ..... ......
1969- — ———— .

Average unit 
cost of 

product

... .. $14.69 ..

..-.. 14.70 .

..... 11.84
—— 17.13
—— . 16.82
..... 14.86
..... 15.02
... .. 13.82
..... 13.59
... .. 13.37
..... 13.55
..... 12.91
..... 15.36
..... 12.27

EMBA Less 
gross commission 
price deduction

$20. 70 
21.77 
16.94 
18.14 
16.03 
17.38 
17.55 
19.55 
14.16 
14.62 
15.34 
'9.64

$1.58 
1.66 
1.29 
1.38 
1.22 
1.33 
1.34 
1.49 
1.08 
1.11 
1.17 
.73

Less 
dressing 
charges

$1.28 
1.28 
1.28 
1.28 
1.28 
1.28 
1.28 
1.28 
1.28 
1.28 
1.49 
1.49

EMBA 
Net 

price

$17. 84 
18.83 
14.37 
15.48 
13.53 
14.77 
14.93 
16.78 
11.80 
12.23 
12.68 
7.42

Profit 
or 

loss

+$6.00 
+1.70 
-2.45 
+.62 

-1.49 
+.95 

+1.34 
+3.05 
-1.75 
-.68 

-2.68 
-4.85

No. pelts 
imported 
per year

2,591,000 
2, 775, 000 
2,846,000 
4, 131, 000 
3,825,000 
4, 460, 000 
4, 445, 000 
4, 882, 000 
5, 675, 000 
5, 346, 551 
4,781,378 
3,685,790

i Estimated.

Source: Courtesy U.S. Commerce Commission, New York Auction Co., Inc., Hudson's Bay Co., EMBA Mink Breeders.

Mr. MACARTHUR. You will note that the chart gives you a 13-year 
history of cost prices, dressing charges, commissions, deductions, net 
prices, total imports per year, and the profit and losses per pelt for the 
average American mink ranchers.

Thank you, gentlemen.
Mr. VANIK. Are there any questions ? 
If not, thank you very much-
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(The following statements were submitted for the record:)
THE STATE OF WISCONSIN,

Madison, June I/, 1970. 
Hon. WILBUR MILLS, 
Chairman, Ways and Means Committee, 
Washington, D.C.

DEAR CONGRESSMAN MILLS : I have had a number of visits with Wisconsin 
mink ranchers and am aware of the plight which they are presently in as 
a result of the flood of foreign imports which are now competitive in the Ameri 
can markets. I was requested by one of our largest mink ranchers to join him 
in testifying before your Committee on Tuesday, June 9; however, I have previ 
ous commitments which make it impossible for me to do so.

I am advised by the President of the Association that in the February 1970 
auction sale, mutation mink pelts were sold for a gross average of $11.72. From 
this figure there had to be deducted 7%% of the gross selling price to cover 
selling commissions and association deductions. A further deduction of $1.75 
per pelt to cover the cost of having the skins dressed had to be imposed. This 
left the producer with a net return of approximately $9.09. There were also 
hidden charges which are difficult to break down which have to be taken into 
consideration, such as transportation and insurance charges.

To further indicate the seriousness of the present situation, I have learned 
that the figures which are available for verification for the April auction sale 
of American Mutation Mink show that the dressed mink collection averaged 
$10.04 gross. Using the same deductions which were applicable to the February 
offering, the take-home pay in this instance amounts to $7.54 to the shipper.

Since the cost of production exceeds the selling price, it is clearly obvious that 
our American Mink Ranchers, unless given some relief by the Federal Govern 
ment, will shortly have no other recourse but to go out of business or declare 
bankruptcy.

I am further advised that the situation has become so serious that about oO% 
of our mink ranchers have either gone out of business or will be unable to 
survive another year. This is critical to Wisconsin's economy in that our State 
has been the number one State in the Nation in the mink industry. I further 
am informed that one of the auction sale companies has taken such losses that 
they either have gone out of business or are about to do so.

Under the circumstances I hope that you will give consideration to the testi 
mony which will be presented by the Wisconsin mink ranchers and endeavor to 
use your good offices to provide appropriate legislation or other protective 
measures so that this important industry may survive.

You have my permission to use this letter as a statement in support of the 
position of the Wisconsin mink industry.

With kindest regard, I am 
Sincerely,

WARREN P. KNOWLES, Governor.

U.S. SENATE, 
COMMITTEE ON INTERIOR AND INSTILAK AFFAIRS,

Washington, June 26', 1910. 
Hon. WILBUR D. MILLS, 
Ways ana Means Committee, 
House of Representatives.

DEAR MR. CHAIRMAN : Please include my enclosed statements and letters in 
the printed records of your hearings on H.R. 148 and H.R. 353. 

Sincerely,
MARK O. HATFIEI.D, T7.S. Senator, Oregon.

Mr. Chairman, in your hearings on H.R. 153 and H.R. 148 which would amend 
the Tariff Schedules of the United States with respect to the rate of duty on 
the whole skins of mink, I should like to record my support for this proposal. 
I am a co-sponsor for the Senate bill, S. 21G8 which is awaiting hearing. The 
purpose and content of this bill is identical with House bills H.R. 148 and H.R. 
153. I believe the measure presently before you is necessary to uphold the mink



3175
rancher's working captial and protect him from continually dropping prices due 
to excessive and duty-free imports along with the drying up of credit sources 
which have placed him in an increasingly precarious position.

The prices of pelts are suffering major declines. From 1960 through 1966 the 
average gross auction price received for pelt sales was slightly over $18.00 per 
pelt; in 1967, '68, '69 the average was $14.75, a drop of 18%. Furthermore, the 
figures for the first three months of 1970 show a gross average of $12.75, a drop 
of 30.4% from the first quarter of 1969.

This is largely due to the large quantities of foreign pelts which enter the 
American market. Following a continuous rise in imports and dropping prices in 
the early sixties, the foreign imports captured 54% (5.7 million) of the U.S. 
market in 1966 with an ensuing drop in prices of 28% from the previous year. 
As a result, not only is the plight of the surviving mink ranchers critical but 
from 1962 to 1969, the number of ranchers has been reduced from 7200 to 2400.

On behalf of the Oregonian mink ranchers I want to encourage favorable 
action to be taken, as I am anxious for S. 2168 to reach Senate hearings.

As expressed in many newspapers, magazine articles, letters and telegrams, 
the mink rancher is now in a continuous struggle to provide for the well-being 
of his family and business. His problems break down as follows:

1. Many other segments of the agricultural industry have quotas which protect 
them against imports. The mink industry is relatively young and needs 
protection.

2. Mink ranchers must finance a whole year's operation in advance.
3. Credit sources—auction companies, production credit and local banks— 

are tightening up and this hurts the rancher greatly.
4. There exists no patent protection for new genetic color inventions as is true 

with horticulturists' new plants' patents.
5. There is inadequate protection against imported pelts currently passed off 

as United States products.
6. The equipment and housing used by the mink rancher is non-adaptable and 

as a business liquidates, there is no recovery value.
As representative of the many letters which I have received I am enclosing 

the following: (see enclosures)
1. Wustenberg
2. France
3. Pernu
This is worthy and necessary legislation. I sincerely hope that the Committee 

will take prompt and favorable action on H.R. 153 and H.R. 148.

TIIXAMOOK, OKEG., July 10,1969. 
Senator MASK HATFTELD, 
Washington, D.C.

DEAR SENATOR HATFIELD : I am writing you at this time to thank you for your 
continuing efforts to obtain legislation in this session of Congress to limit the 
importation of mink pelts into this country.

Enclosed you will find a reprint from the latest issue of the Olympic Report, 
which is self explanatory.

I sincerely hope Senator Hatfield, that it will actually be possible to get the 
legislation needed in THIS session of Congress. This hanging on by our pro 
verbial "fingernails" has reached the limit. Everything we buy has raised sub 
stantially in price the past six months and yet our product goes down. Just the 
item of real estate taxes on our land and buildings has risen 80% in the last 18 
months.

I am 51 years old and my wife and I have everything we own invested in this 
mink business. We have one son who will be in his third year of college this fall, 
another son who will be a senior in highschool and a daughter who will be in the 
eighth grade. We would like to share in this booming economy of our country, as 
we are Americans too. I do not begrudge anyone the raise in wages they get or 
the companies that have to charge more for their products due to raising costs 
for them, but I do feel that we are entitled to the opportunity to pursue our 
occupation and have the chance to get a just reward for our labors.

The foreign countries that do produce mink pelts make no effort to limit their 
production, but think only of increasing it so as to have more to send to the 
United States and get our dollar. The only way to stop it will be to put a restric 
tion on them as to how many they can ship in. I feel that this is being real fair
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with them, as we are still allowing them a big share of our market. I am sure- 
tliat if one of their home industries was in jeopardy due to foreign imports that 
would get some form of import controls on at once, but it seems that in this coun 
try an industry has to go out of business before Congress will do anything to. 
save it and then it is too late.

Thank you again Senator Hatfield and please push for results in this session? 
of Congress.

Cordially,
DONALD B. FRANCE.

TBAILS END FUR FARM, 
Astoria, Oreg., May 11,1970. 

Hon. MARK O. HATFIELD, 
U.S. Senate, 
"Washington, D.C.

DEAR SENATOR HATFIELD : We have been in mink ranching 30 years and now 
are on the road to going broke ... if you don't help us, perhaps even then.

During the last several years about two-thirds of the some 7000 U.S. mink 
ranches have quit, largely because of foreign mink pelt competition. Foreign im 
ports pay no duty, have no quota. These have taken over more than half the- 
U.S. market.

Mink ranchers hope for a 40%-of-the-United-States-market quota. 
We are attempting to have this legislation enacted through support for- 

S. 410 or S. 2168.
Sincerely yours, LATJBI O. PERNU.

P.S. I believe you recognize with us that Government money policies and 
deficit financing have caused the inflation which raises our mink raising costs, 
higher than competitors'. We now need Government help to combat a Govern 
ment-caused problem.

JUNE 15,1970.
Mr. JOHN OBEKDORF,
Office of Senator Mark Hatfteld,
Salem, Oreg.

DEAR SENATOR HATFIELD : Enclosed is the most current list of known Oregon 
mink ranchers. It is one year old and not completely accurate, due largely to- 
the numerous ranchers who have liquidated during the current selling season. 
I have crossed off several names of those who I know are no longer ranching 
mink. An updated list should be available in August.

Since our industry desperately needs help now to survive, I am more than 
willing to send any information that might be useful on our behalf. We have 
available data, compiled for years back, that show production figures, imports, 
exports, price trends, etc. The address of our central office is printed on the 
rancher list. Additional information is available in Washington, D.C. from the 
offices of Harold Lovre of Lovre and DeVaney, whom we have retained to help, 
us conduct our mink-quota effort in congress. I have copies of much of this in 
formation that I can send you.

This year for the first time, mink ranchers were included in the 1969 Census 
of Agriculture, conducted by the agriculture Division (J. Thomas Breen, Chief) 
of the Bureau of the Census, U.S. Department of Commerce, Washington,. 
D.C. 20233. This was done to provide some more reliable figures, on the cur 
rent status of our industry, since our own information gathering had beea 
conducted on a voluntary basis.

U.S. production and consumption of mink pelts is dropping while world pro 
duction is climbing rapidly. We need protection from cheap foreign labor, along^ 
with many other U.S. Industries. My own gross income was down about 35% 
this year. This does not reflect further loss of net income due to rising costs 
and inflation. Many ranchers pelted breeder herds after seeing what happened 
to their prices. Others are producing a crop this year, having sustained a loss 
last year, with the idea of going out this fall if things are not improved.

Needless to say, All mink ranchers are grateful to Senator Hatfield for the 
support he has given us by supporting the Mink-quota bill. 

Sincerely,
DONALD W. WTISTENBERG.
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CONGKESS OF THE UNITED STATES,

HOUSE OP REPBESENTATIVES,
Washington, B.C., June 9,1970. 

Hon. WILBUB D. MILLS,
Chairman, House Ways and Means Committee, 
Washington, D.C.

DEAB MB. CHAIRMAN : I understand you are having a hearing on H.R. 148 
and H.R. 153, to amend Tariff Schedules with respect to the rate of duty on 
whole skins of mink.

At the present time the small mink industry is heing ruined by foreign com 
petition, and unless some relief is given in the form of tariff protection, this 
industry is doomed to early extinction in this country.

Naturally, I will appreciate any consideration your Committee may be able to 
render in regard to sending this bill to the House, and extend a saving hand 
to the mink farmers of America.

Thank you and your Committee for your efforts and consideration in this 
matter.

With best wishes to all, I am 
Sincerely yours,

PHILIP J. PHILBIN, M.C., Massachusetts.

CONOBESS OF THE UNITED STATES,
HOUSE OF REPBESENTATIVES, 
Washington, D.C., May 22,1970. 

Hon. WILBUB D. MILLS, 
Chairman, Souse Committee on Ways ana Means,

DEAR MB. CHAIRMAN : I wish to submit a statement in favor of protection for 
American mink farmers. In recent years our markets have been flooded with 
European imports—pelts and products of inferior quality which have destroyed 
the price level of mink fur in the United States, and with the price level, have 
destroyed the livelihood of many American farmers.

I think it, is important for all of us to realize that mink farming and the 
mink fur industry were initiated in the United States. Americans began the 
business, Americans developed and improved it, Americans made it a success. 
And now our native farmers are being forced out of the industry by cheaper 
foreign imports.

If it were purely a matter of the American farmer being less able, less effi 
cient, less skilled than European farmers, then I could give some weight to 
the argument that protection for American goods would be wasteful. However, 
American farmers have demonstrated that they can and do produce higher 
quality pelts than can the Europeans. American farmers have developed strains 
of mink which produce a wide range of colors unlikely to occur in nature—the 
Europeans have merely purchased breeding mink from American farmers.

Bills before the Committee now are not asking that foreign mink be tariffed 
out of the market. Rather, they are asking that foreign mink forever be sub 
jected to the same level of government-imposed costs that American farmers 
have. Efficiency of production does not excuse the American mink farmer from 
paying minimum wages, social security, unemployment compensation taxes, and 
other assorted government imposts. The foreign farmer has a much lower oper 
ating cost to begin with, and besides that, does not incur the constant costs of 
government which face the American farmer.

At the very least, then, Congress has the responsibility to see that domestic 
and foreign mink farmers enter the market with an equal chance. Where the 
one must pay set taxes, the other should pay a tariff. The provisions of H.R. 
17491, for example, treat more specific details of the problem, and I would 
support them.

I urge us to protect American mink farmers now. It is already too late for 
many.

With kind personal regards, I remain 
Sincerely,

ARNOLD OLSEN, M.C., Montana.
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CONGRESS OP THE UNITED STATES,
HOUSE OF REPRESENTATIVES, 
Washington, D.C., May 15,1910. 

Hon. WILBUR D. MILLS, 
Chairman, House Ways and, Means Committee.

DEAR MR. CHAIRMAN : Enclosed for your information are copies of letters I 
have received regarding legislation on mink imports.

I am in favor of mink import quota strengthening and feel that it is vitally 
important if the domestic mink industry is to survive.

I would appreciate being given the opportunity to place my endorsement of 
this legislation in the hearing record. 

With kind personal regards, I remain 
Sincerely,

ARNOLD OLSEN, M.O., Montana.

J. M. CLARK & ASSOCIATES,
Green Bay, Wis., May 5,1970. 

Rep. ARNOLD OLSEN, 
Uf36 Longwortli House Office Building, 
Washington, D.C.

DEAR CONGRESSMAN OLSEN : It has come to my attention that there is a bill 
pending in Congress (Burke-Byrnes HR 148-153) dealing with a quota on mink 
imports.

I would like to encourage you to vigorously support this bill. I have seen the 
detrimental effects the large number of imports have had on the mink ranchers 
and, in turn, on the furriers in your area. I base this on my experience in han 
dling co-operative advertising between the rancher groups and the local furriers. 
The drop in price of mink has caused great cutbacks in advertising in the state 
you represent.

Although this is one small segment of our economy, it does not take many in 
stances like this to affect our total economic picture. Therefore, your support 
for this bill will be greatly appreciated. Thank you. 

Sincerely,
.T. MICHAEL CLABK.

CONNER, MONT.,
April 29,1910. 

Hon. ARNOLD OLSEN, 
House of Representatives, 
Washington, D.C.

DEAR SIR : Please, won't you help the mink farmers from the United States:? 
We have written to you before, asking for your help to get a quota on mink 

imports, but to no avail.
The United States mink business is being ruined rapidly by the vast numbers 

of mink skins being imported from foreign countries. 
Please, won't you take the time and look into this situation? 

Sincerely,
JOHN and DOLORES HUGGANS.

DARBY, MONT.,
April 29, 1910. 

Hon. ARNOLD OLSEN, 
The House of Representatives, 
Washington, D.C.

DEAR SIR : I must ask for your immediate help. Since you are elected from the 
Western district of Montana, I am sure you are concerned about businesses in 
Western Montana.

My Father and I have operated a mink ranch in this area for over 30 years, 
but without an import quota enacted immediately we will not survive another 
year.

I hope you have enough concern for the mink ranchers of Montana and the
U.S. to help get an import quota on the foreign imports of mink skins. Thank you.

Sincerely,
DAN J.
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STATEMENT OF DAVID A. BEAK, PAST PRESIDENT, ASSOCIATION OP FUR FARM

SUPPLIERS, INC.
Mr. Chairman and Members of the Committee: Begarding: H.B. 148 Burke— 

Mink; H.R. 153 Byrnes—Mink
It is with sincere and critical interest I write you regarding this import quota 

bill on mink for protection of the U.S. production of mink.
We are a relatively small segment of U.S. Agriculture but all individuals con 

cerned in this industry are self made men of integrity and are of good standing 
within their communities.

In addition to the producer, there are some over 12-1500 others of us and our 
families who as suppliers or processors to the mink industry are totally or in 
major part dependent upon the economy of this domestic mink industry.

For the past 3 years (since 1966 crop) since foreign imports broke the domestic 
pelt market we have experienced a steady, drastic and to many already a 
totally economically defeating decline in the value of our U.S. produced mink 
pelts. Banchers are pelting out . . . busted.

We are dealing in a fine quality, style affected and specialty market and can 
not afford to have our market so destroyed by the unlimited sharing of it with 
our overseas friends if we are to maintain this U.S. originated mink industry 
and our place in society.

We solicit and covert your immediate efforts in our behalf to help save this 
U.S. mink industry . . . we're all affected to one degree or another.

Personally, I have a degree in agricultural science from Iowa State University, 
and am employed to represent a major company to the mink industry ; the future 
of the mink industry from my companies point of view is of relative little 
importance . . . but to me, and my family as with hundreds of others just like 
me, it has become our life blood and to see it eaten away is a pretty terrible 
thing. We need your help and consideration of our situation and some protec 
tion from foreign competition in the form of legislation on import quotas up 
to 50% in protection of our market.

If I can be of further assistance at any time in this regard, please do not 
hesitate to contact me.

If this bill does not go through, I will also be very appreciative of any help 
you might be to me in the obtainment of employment income as I am quite 
certain before very long I'll be needing it if I am to remain a producing tax-payer 
and primary source of support for my wife and four children.

This situation is seriously critical; we need some immediate action if there's 
going to be any future in this industry for any of us.

I trust you are aware of the industry's condition.
Please help. ____

STATEMENT OF HERBERT GHAFF. ON BEHALF OF ASSOCIATION OF FUR FARM
SUPPLIERS, INC.

My name is Herbert Graff of St. Louis, Missouri. I am a marketing manager 
for the Balston Purina Company with responsibility in marketing our products 
to mink ranchers. I am speaking on behalf of the Association of Fur Farm 
Suppliers.

The Association of Fur Farm Suppliers (list attached) is an organization of 
individuals and companies servicing the mink ranchers with cereal, equipment, 
wire, lumber, vaccines, fish, poultry-by-products, sheet metal, etc. Membership 
reached a high of 74 in 1966 and has fallen off as suppliers have gone out of 
business with the reduction in ranch numbers and the cutback in ranch repairs 
due to lower mink pelt prices. Approximately 60% of the individuals and com 
panies in our membership have 100% of their volume tied directly to the mink 
industry. Therefore, they experience the same economic crisis as the mink 
rancher.

A mink rancher will invest approximatley $7 in feed and $2 in supplies annually 
for each mink kept on the ranch. Therefore, a reduction of 1,000,000 pelts results 
in a loss of income to the food suppliers of $7,000,000 and to other suppliers 
of $2,000,000.

The estimate of a reduction in ranches from 7,000 to 2,000 and pelts produced 
from 8,000,000 to 3,500,000 in the past five years is confirmed by reduction in 
numbers of suppliers and comments of suppliers still in business. Further reduc-
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tion in production will cause further erosion in number of suppliers, most of 
whom are small businessmen. Imported mink pelts have made up a large portion 
of the mink consumed in this country. The U.S. is the prime market! Ranchers 
in this country developed the many natural colors, expanded acceptance and 
demands of the garments, and have supported research for needs in feeding, 
management and disease control techniques. Now we are faced with disaster. 
Expansion of the industry in other parts of the world resulted from the excellent 
market for pelts in this country. They literally flooded the market, forcing what 
is a relatively inelastic market to a very low price level. Ranchers are selling 
their pelts now for less than cost of production. A quota of 30-40% imports of

•domestic consumption, even though liberal to foreign producers would benefit the 
industry in this country by :

1) Reducing total number of pelts presented for usage thereby providing a 
'competitive situation in the market to raise the price level to ranchers to better 
than breakeven.

2) Stabilize the industry internationally by eliminating what can be termed
•expansion beyond consumption potential.

3) With a larger per cent of a more stable market assured for U.S. ranchers 
they will contribute more to advertising and promoting mink garments in this
•country.

4) Expansion to meet this increased demand will create more jobs on mink 
ranches and more jobs in industries supplying mink ranchers.

The mink industry in this country is approaching disaster and the psycho 
logical effect of passing a quota bill would breathe new life into the industry 
resulting in more young people going into ranching as well as support for 
more research in techniques to reduce costs in raising mink and improving 
quality.

ASSOCIATION OF FUR FARM SUPPLIERS, INC.
THE 1970 MEMBERSHIP LIST OF ASSOCIATION OF FUR FARM SUP 

PLIERS, INC. as of 5/1/70
Harold Scales, American Fur Breeder. Ojibway Bldg., Duluth. Minn. 55802 
Bobert Safford, Anningg of London, P.O. Box 1335, Fond du Lac, Wis. 54935 
J. W. Kuske. Boston Feed Supply, 177 Milk St., Boston, Mass. 02100 
X. L. Buck, L. L. Buck Produce Co., P.O. Box 218, Hopkins, Mich. 49328 
Avon Burk, Avon Burk Dist. Co., 3930 Coldwater Rd., Fort Wayne. Ind. 46805 
Frank Bydalek, Bydalek Fur Farms, Rt. 4 Box 477, Kenosha, Wis. 53140 
Kenneth Nanfelt, Coasta.l Fisheries, 16 N. Front St, New Bedford, Mass. 02742 
'Sam Scandalite, Gloucester Mink Food Co., 88 Commercial St., Gloucester,

Mass. 01930
Robert A. Laler, Heger Products Co., 2302 N. First St., North St. Paul, Minn. 
Les C. Borsum, Kellogg Sales Co., Battle Creek, Mich. 49016 
Wallace A. Lee, Lee's Mink Equipment, Rt. 1, Benson, Minn. 56215 
Hans Krimmel, Matawan Mink Ranch Supply, Hwy. 34, Matawan. N..T. 07747 
J. R. Callahan, Midwest Wire & Steel Prod., 535 Concord St., S. St. Paul,

Minn. 55075
Alien Haukom, Nasco, Inc., Fort Atkinson, Wis. 53538 
Vern Youmans, National Food Co., New Holstein, Wis. 53061 
Galen E. Broyles, National Fur News, 200 Clayton St., Denver, Colo. 80206 
Ethyl A. Low, Northeastern Mink Farmer, 449 Central St., Stoughton, Mass.

•02072
Dave Bear, Charles Pfizer & Co., 4117 Vincent Ave. So., Minneapolis, Minn.

55410
Ken L. Sheedy, Protein Products, P.O. Box 328, Newburg, Oregon 97132 
Herb A. Graff, Ralston Purina Co., Checkerboard Square, St. Louis, Mo. 63199 
Wally Bein, Rathbun Feeds, Rt. 2, Plymouth, Wis. 53073 
Right Mink Foods, Inc., Hwy 34 East, Detroit Lakes, Minn. 56501 
Robert C. Russell, Russell Feed Co., Rt. 6, RFD 1, Andover, Conn. 06232 
Robert M. Langenfeld, Silver Moon Foods, Inc., P.O. Box 115, New Holstein,

Wig.
Charles W. Hess, Speco, Inc., 3946 Willow Rd., Schiller Park, 111. 60176 
James Summersgill, Summersgill Enterprises, 1819 S. Bayou Dr., Golden

Meadow, La. 
Art Anderson, United Labs, Middleton, Wis. 53562
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Bruce W. Smith, U.S. Fur Rancher-Blue Book, 5100 Edina Industrial Blvd., 

T3dina, Minn.
Val Christman, Valentine Equipment Co., 2630 W. Arthington St., Chicago, 111. 

60612
Tony Weiler, Weiler & Co., 214 S. Second St., Whitewater, Wis. 53190

STATEMENT OP HAROLD SCALES, EDITOR AND PUBLISHER, AMERICAN FUR BREEDER
Gentlemen: This is a deposition testifying to the urgent need for a mink im 

port quota. My name is Harold Scales. I am editor and publisher of American 
Fur Breeder Magazine. Now in its 42nd year, AFB is the oldest and most widely 
circulated publication serving the ranch mink industry of the United States. It is
•one of the Harcourt, Brace & World Publications group.

From my vantage point I now see the American ranch mink industry facing 
the prospect of virtual extinction. This is primarily due to totally unrestricted 
pelt imports. And I remind you that I consider myself under oath.

I am grateful to the Committee on Ways and Means for this opportunity to 
testify on behalf of the American ranch mink industry and to plead for an 
import quota. Across the 8% years that I've been editing AFB I have personally 
and vicariously experienced much despair as the industry has withered because
•of excessive imports. Today many of the country's great ranchers are being 
forced out of business. The disruption of lives and destruction of business values 
built up across lifetimes are causing immense distress and melancholy.

The same economic "sickness unto death" has been reflected in the total adver 
tising lineage figures of AFB and the two other magazines which have served 
mink ranchers nationally. One is, or was, National Fur News. The other is U.S. 
Fur Rancher. NFN ceased publishing in March of this year via absorption of its 
circulation by USFR. Following is the total advertising these three publications 
carried from 1966 onward:

Year

1966...... ....
1967
1968...... ......
1969...............
19701.... ....

Total 
pages

602
508
493
375
230

Pages per magazine

Magazine

A 
A 
A 
A 
A

Pages

213 
173 
186 
135 
80

Magazine

B 
B 
B 
B 
B

i for the year

Pages

205 
175 
169 
123 
70

Magazine

C 
C 
C 
C 
C

Pages

184 
160 
138 
117 
80

i Partially by projection and assuming NFN had not died. Actual total may be about 180 pages.

I am sure that industry colleagues who are submitting depositions will point 
out to you why mink imports, particularly from Scandinavia, have so terribly 
injured the American rancher. But please let me briefly review key facts. Scan 
dinavia presently is producing about twice as many mink pelts as the United 
States—about 10 million versus 5 million. Mink ranching in Scandinavia often 
tends to be a family type endeavor in which the mink are cared for by women 
and children. True, there are many large mink farms. But labor costs on these 
tend to be far under those paid on large commercial ranches here.

Scandinavian mink has never carried its full share of advertising in the 
United States. Instead, the Scandinavians have "ridden the coattails" of Ameri 
can advertising, which developed and expanded the market. The Scandinavian 
mink ranchers group, which sells under the Saga trade name, levies only 1 
percent for advertising. This averages less than half that levied by American 
marketing groups.

The Scandinavians sell through cooperatively owned and operated auction 
houses, which are able to employ housewives as pelt graders, etc., during fall- 
winter months. This is less feasible in the United States where unionization, 
etc., is restrictive ...

Russia and Canada also produce significant mink crops—about 4 million (?) 
and 1.3 million pelts respectively. In all, the world crop runs to around 22 mil 
lion pelts, and approximately two-thirds of it is produced in Europe. This seems 
strange, indeed tragic, since mink ranching is a uniquely North American in-
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dustry. The mink species, Mustehi vision, that produces the world's great fur of 
commerce is native only to this continent. Mink ranching was painstakingly 
pioneered here by some of the ranchers now being; forced out of business.

While I believe that the Burke-Byrnes quota legislation is our mink industry's 
best hope for survival, it is too altruistic. A 40 percent share of the American 
market is too much to guarantee to foreign producers. The level should be re 
duced to 30 percent and possibly less.

Of course I don't delude myself (nor AFB readers) into believing that a 
quota will be a prompt cure for the industry's ills. There are now other seriously 
adverse factors in the mink market equation of which we are all aware—high 
interest rates, etc. However, a quota would provide immediate hope for better 
years ahead. It would be a modest sea wall behind which a terribly eroded 
industry could begin to rebuild.

As an alternative to a 30 percent quota, Congress might wish to consider 
transferring the tariff which still exists on Silver Fox to mink. By the start of 
1972 this tariff will have been reduced to 18% percent ad valorem via the provi 
sions of the first Kennedy Round. As you may know, it is only by a sort of 
"historical accident" that mink does not today have this protection. When the 
high tariff levels of this nation were established in 1930, Silver Fox was the 
great fur of fashion. Mink ranching, in its infancy, was one of the very few 
industries which was completely overlooked.

A bulky fur, Silver Fox faded in popularity with the advent of improved car 
heaters and the trend to trimmer feminine figures. After the end of World War 
II, when mink came into sudden fashion predominance, an overreaction to pro 
tective tariffs of all kinds had developed. Thus mink ranchers were never able 
to get protection for their new industry.

I know the basic argument for free trade, chiefly advanced by retail mer 
chants, is that it provides lower prices for consumers. My God, how long will 
persons who advance such naive-selfish arguments remain blind? A nation, like 
an individual, cannot hope to get something for nothing. Free trade is like free 
love—somebody not involved in its benefits is going to pay for it via increased 
welfare costs, etc. The displaced persons of the mink industry, the unemployed 
of the textile industry, etc., are paying for lower costs on cheaply produced 
foreign products sold to American consumers.

However, lest my position as an editor be badly misunderstood, I must stress 
that I do generally believe in the ideals of free trade. But as a pragmatist I see 
that this ideal state may be unattainable this side of the millenium. For this is 
a world of intense national identities wherein many governments practice much 
deceit—especially in the critically important trade area.

As a mild illustration, I recall, when in Oslo in 1968, I was a guest passenger 
in a brand new Swedish-made Volvo car just purchased by a Norwegian fur in 
dustry official. I asked about its price. I forget the dollar conversion figure, but 
it was shockingly high. This, I learned was primarily due to an enormous import 
duty. But I was pointedly told this was "not" a protective duty. Norway had no 
car manufacturing industry. Nonetheless it seemed grotesque that such a formi 
dable trade wall, masquerading as a normal device for securing national income, 
should so exist—and especially between sister Scandinavian nations. I was 
especially appalled because I had so long known of the Scandinavian fur industry 
officials' great dedication to free trade—especially to totally free access to the 
huge fur market of the United States.

I had also known that the American auto industry faces immense tariff walls 
abroad. Back in the spring of 1967 I wrote an editorial citing a story in the 
MINNEAPOLIS TRIBUNE about the son of a Chevrolet denier in Norway. He 
was in the Twin Cities area learning American sales methods. The newspaper 
story quoted him as indicating that a Chevrolet costing about $2500 in this coun 
try would cost about $6500 in Norway. Again the extra cost—about $4000,—was 
largely import duty.

We must also keep in mind that other nations no less dedicated to free trade 
than the Scandinavians are also a source of future mink imports. Among these 
is Japan. Japan now has a 20 percent duty on its mink imports, I urderstnnd. 
Meanwhile, Japanese produced mink comes into the United States free.

All this is certainly the freest kind of free trade from the Scandinavian view 
point or the Japanese viewpoint. But what is it from our viewpoint? Noble self- 
sacrifice? Masochistic self-immolation? Prostituted trade? Idiocy?

Members of the Committee on Ways and Means need no reminder of the his-



3183

tory of free trade. But because other highly influential but less well informed 
persons, may read this, please let me mention that it was apparently not coinci 
dence that the benefits of free trade were first expounded by Adam Smith during 
the late 1700s. Britain was then, via the so-called industrial revolution, becom 
ing the world's greatest producer of manufactured goods. Concurrently she was 
also becoming the largest holder of captive nations on earth. Unrestrained ex 
change of products of Britain's industrial revolution for raw materials from 
these undeveloped countries was a sensible arrangement. But immediately after 
World War I, which stimulated many nations to become more industrialized, 
Britain abandoned her espousal of free trade.

Similarly, when America was the world master of mass production techniques, 
it made considerable sense to advocate free trade. Today I'm advised that prob 
ably the only areas in which America retains any manufacturing supremacy is 
in production of computers and some finely calibrated instruments. Tomorrow???

In closing, I remind you that the United States we know will be less colorful, 
less interesting, if the glamorous and uniquely American mink ranching indus 
try is allowed to disintegrate and become vestigial or nonexistent here. Free 
trade is indeed a beautiful ideal. But until commerce among nations is more 
millenial in nature, Congress should be pragmatic enough to provide realistic 
protection for badly injured industries. The Burke-Byrnes legislation, slightly 
amended, appears to be the best and most practical measure for salvaging the 
livelihoods of some 2000 or so despairing American mink rancher-businessmen.

Please give the Burke-Byrnes bill, H.R. 148-153, your support and press for 
it to be considered by the full Congress without further delay.

Thank you again for the opportunity to testify on behalf of the American 
ranch mink industry. ____

STATEMENT OF J. GEORGE GBEENBEBG, EXECUTIVE VICE PBESIDENT 
ASSOCIATED FUB MANUFACTTJBEBS ASSOCIATION, INC.

SUMMABT

The Associated Fur Manufacturers, Inc., an organization representing 550 fur 
manufacturing firms utilizing largely mink fur skins, through its Executive Vice 
President, Mr. J. George Greenberg, opposes all forms of controls on the im 
portation of raw and dressed mink furskins. They point out that limitations on 
the raw materials available to the manufacturers will result in reduction of gar 
ments manufactured in this country and the likelihood of an increase in importa 
tion of foreign finished garments in cojnpetition with those produced in the United 
States. They state that most of the imports are absorbed in the trimming industry 
in the United States whose requirements are not adequately supplied by domestic 
mink producers. Under a quota system the trimming industry which is an import 
ant part of the U.S. fur industry would be denied the bulk of the raw material 
needed.

The Associated Fur Manufacturers, Inc., files this brief in opposition to all 
proposed legislation which would put import quotas or duties on raw mink skins 
and increase duties on dressed mink skins. Our Association has been in continuous 
existence since 1912. It has a membership of over 550 firms, which manufacture 
fur products and fur garments of all kinds, including trimmings, and which em 
ploy 5,000 workers in their respective factories. They produce between 70 and 
75% of the total fur production in the United States. All of our members are dom 
iciled in the City of New York, which today has been the world center of fur 
business but which is rapidly losing some of its prestige, fame and importance to 
West Germany, the second largest mink skin consuming market in the world.

As the U.S. is the largest fur consuming country in the world, unit wise, it 
is necessary that we maintain a free and unrestricted flow of raw furs. We are, 
therefore, opposed to the request of the National Fur Farm Organizations for a 
limitation in the number of skins to be imported into the United States, as it 
would create restrictions and deprive our membership and the consumers of this 
country of the opportunity of purchasing mink skins and finished products, to 
satisfy their wants and desires at prices within their range.

Our members manufacture women's fur wearing apparel from fur skins taken 
from every species of fur bearing animal found in the United "States and else 
where. However, production is largely of garments, stoles, trimmings and acces-
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series of mink fur, for in common with all other forms of women's wear, we 
must respond to fashion's demands and the fashion consciousness of the American 
woman who insists on "Mink furs."

Mink apparel combines mink fur pelts, and labor. Other items are linings, 
buttons, trimmings, all of them essential, but comparatively negligible from the 
standpoint of production costs.

Accordingly, it follows that a manufacturer must have a supply of mink pelts 
commensurate with the volume of business he does, or else he is out of business.

We estimate that the annual consumption of mink pelts in the United States 
in 1969 was in the neighborhood of 8,000,000 aggregating both those bred in the 
United States and imported from abroad. This represents all the mink pelts 
that are available to fur manufacturers annually from all sources, since we 
cannot import any mink pelts from Russia, as to which the embargo applies.

These pelts are absorbed by the Industry ordinarily as soon as they come to 
market. As an indication of this, the first six months of the 1967 season showed 
a definite slump and prices declined due to adverse economic conditions, such 
as tight money, economic slowdowns in European countries and the uncertainty 
and confusion in describing the color or naturalness resulting from conflicting 
rulings by the Federal Trade Commission regarding the dressing of mink pelts. 
Despite these adversities, as of December, when the new pelt marketing season 
commenced, the prior year's crop had all been used and there was a shortage in 
certain types of mink skins. The economic situation which contributed to that 
marketing year is again with us today. Sales of fur garments at the retail level 
are way down due to the shortage of disposable dollars. But give us a slight 
break in the economy between now and the end of the year and you will find 
a rapid surge in the demand for skins to produce more garments. When the surge 
comes, we must have the skins from here or abroad. Thus normally if there is 
any carry-over of pelts from one marketing year to the next, the skins are quickly 
absorbed in the new season.

If the skins available to the manufacturer are limited by quotas, there will 
be a corresponding decrease in the total number of finished garments and prod 
ucts available to satisfy the consumer demand.

It is this fact which constitutes the crux of our grievance and underlies our 
objection to any modification of the Tariff picture, Such modification can only 
result in a serious shortage of the required mink pelts. In addition, restricting 
and reducing the import of mink pelts would seriously hurt the trimming seg 
ment of our industry, which produces furs placed on ladies' coats and suits, 
dresses, and other accessories. Our trimming members have advised that imported 
skins are vitally necessary for them to continue to operate, because these skins 
are larger, the assortments are better and price-wise they are such as to permit 
purchase in quantity by the Cloak and Suit Industry, which produces for mass 
consumption by the middle class consumer.

It is only in the last few years that the Cloak and Suit Trade has resumed the 
use of fur trimmings after an absence of many years, aided by our promotion 
efforts through the agency of the Fur Information & Fashion Council. The 
resumption was made possible by the prices which have permitted the Trade to 
place such trimmings on garments and still keep them within a price range which 
the mass consumers could afford.

Fur manufacturing is a complex and laborious process, involving the maxi 
mum skills of men and women in a handicraft industry, skills acquired through 
long years of effort. Most manufacturers are relatively small units with a very 
limited output. To keep their plants in operation, they depend upon having an 
adequate supply of mink skins and a labor force to produce these fur products.

It follows that if the supply is reduced, this balance of skins and labor will be 
disturbed and the total output of many manufacturers must be reduced to the 
point where they will be unable to meet heir production costs. Ultimately, they 
must do one of two things; either dispense with some of their production 
workers, or suspend operations entirely. Either alternative is disastrous.

In addition, the Cloak and Suit market would be affected, since workers are 
employed to place the trimmings on the coats and suits and dresses and they 
too would be affected by lack of work.

In addition, IJiose manufacturers who manufacture mink garments other than 
trimmings, also make equal use of both imported skins, as well as domestic slUns. 
To satisfy the demands of retail stores for the sale of garments to the average
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consumer, they must have these types of mink pelts available for manufacture. 
Curtailment of the number of these types of skins would lead, in our opinion, to 
high prices for domestic products. Demand would exceed the supply available 
leaving us open to unfair competition from foreign manufactured merchandise, 
which can be produced at lower wage levels than those which prevail in our In 
dustry, and at low raw skin prices, since the United States market will be 
restricted.

It is also important to stress that foreign countries will, undoubtedly, retaliate 
by imposing restrictions on the sale of our manufactured goods to them, a field 
which we have developed for a number of years. The United States Department 
of Commerce figures indicate that in 1958, our manufacturers exported a total of 
one million six hundred and thirty thousand dollars ($1,630,000) worth of" 
fur wearing apparel. By 1969 this had reached a total of approximately three 
and a half million dollars.

If I may digress for a minute in order to indicate the effects of the present 
restrictions on certain furs, I cite the Ermine situation as an example. We are 
not permitted to import Russian ermine skins, which has resulted in a loss of 
business to our fur trade, loss of tax income to our Government, loss of wages to 
our workers and loss of income to our stores. Yet, ermine garments are being 
sld widely in this country today—coming in from Canada and other countries 
as a finished product, and one readily wanted by the fashion coscious con 
sumer of this country. The law permits garments made from Russian ermine to- 
come Into this country If manufactured elsewhere, but does not permit these 
skins to be imported.

The United States is an affluent society, reaching all consumer levels, far 
greater than any other country in the world. This gives us the opportunity to 
consume a greater amount and a greater variety of pelts. Other countries enjoy 
a demand for high fashions, except in Germany, but it generally reaches only 
the upper levels of the consuming public. Because of the vast market in this 
country, it is necessary for a free flow of raw pelts of every description. This is 
a highly seasonal Industry and any change in such a free flow would disturb the 
delicate balances and create a chaotic marketing situation in the mink trade.

It would create an oversupply in the early selling season, December through. 
February, and shortages in the latter part of the six month selling period.

The Fur Manufacturing Industry in New York City consists of about 1082- 
manufacturing units of which 803 are engaged in mink garment manufacturing. 
The industry employs about 6,500 workers in the manufacturing field, and in 
addition about 6,000 other employees in general capacities—such as oflice, cleri 
cal, salesmen, maintenance workers, etc. This does not include the vast body of 
individuals employed in affiliated businesses, composed of processing groups, 
suppliers of chemicals, silk houses, and the like. An accurate estimate of the 
number of people in the Industry depending upon a livelihood in those affected 
industries is virtually an impossibility.

We urge that the request of the National Fur Farm Board for import quotas, 
be denied. Protection is not needed by domestic breeders whose output is insuffi 
cient for the need of the industry. There is no glut of mink skins and there is no 
earthly reason for imposing such quotas on the importation of mink skins.

STATEMENT or AETHUB M. STBINGARI, LEGAL COUNSEL, FUE DRESSER'S BUREAU
OP AMERICA, INC.

SUMMARY OUTLINE
(A) The Fur Dresser's Bureau of America, Inc., a trade association repre 

senting all companies engaged in the processing and dressing of mink in the 
New York area, is unequivocally opposed to any quota on the importation of 
raw mink pelts.

(B) Within our knowledge, our position is consonant with the position of all 
major segments of the fur industry with the exception of the American mink 
rancher.

(C) It is the position of the fur dressers that quotas on raw mink would 
stifle competition and would create a seller's market for the American mink; 
rancher.
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STATEMENT

The Fur Dresser's Bureau of America, Inc., is a trade association of fur 
dressers located in the metropolitan area of New Tork City and it has a present 
membership of eight (8) companies. In 1967, when the same association appeared 
before the United States Tariff Commission—relative to the same quota ques 
tion—it represented then, as it does now, all the fur dressing companies engaged 
in the processing of mink in New York. However, compared to the present eight 
(8) companies, the Fur Dressers' Bureau then represented eleven (11) com 
panies ; three (3) companies having since either gone bankrupt or ceased business 
operations.

The reason for this drastic change and diminution has been due to a tight 
money market, lower prices, restrictive credit policies and most significantly, 
a severe decrease in the number of mink skins available for processing.

The following official figures best illustrate the severe decrease in the number 
of mink pelts dressed in the United States in the last two years:
1068-__________________________________..________ 9, 741, 478 
1969_________________________________..________ 6, 320, 572

Net decrease________________________________ 3, 420, 906

As is apparent, the fur dressing industry lost a little better than one-third of 
the previous years total. In addition, and to the dismay of all concerned, 1970 
dressing levels are running 30% behind that of 1969!

Thus, the fur dressing industry, as we know it, is in most desperate straits, 
and cannot afford any further adversity to it without fear of this country 
losing another vital, even though small, industry. It is for this reason that the 
fur dressers are fearful that any quotas placed upon the importing of raw 
mink would be disastrous and would be the so called "nail in the coffin" for 
an already seriously ailing industry.

Quite interestingly enough, in 1967, this same association took a contrary 
position before the United States Tariff Commission. At that time, we supported 
the American mink rancher in support of quotas on imported raw mink. The 
Tariff Commission was hearing arguments presented by the American mink 
rancher, in support of a 40% quota on mink. The American mink rancher wanted 
mink imports to he limited to 40% of domestic output; coupled with a 50% 
ad valorem tax on any imports exceeding 40%. We equated the plight of the 
American mink rancher with the amount of imported foreign mink. Later investi 
gation, however, disclosed that imports were not the cause of the ranchers 
plight. We found that our position was not sound and lacked validity for the 
reason that all segments of the fur industry were being affected in the same 
proportions—not only the American mink rancher. Subsequently, although 1968 
and 1969 fur seasons were only comparably fair, 1969 brought drastic downward 
changes.

Tight money and decreased disposable income had its effect on all segments 
of the fur industry. It became eminently clear at this time that our previous 
support for mink quotas was wrong. Because of the tight money, lack of dis 
posable income, etc., pelt values of both imported and domestic mink were 
equally affected. In other words, the American mink rancher did not suffer alone. 
The entire mink industry was depressed. A good example of what we mean is 
Alaska seal. By international treaty, this item is controlled by the United States 
government—its harvest, its processing, its sale, and while this item has no 
•foreign competition, it is down, 23% from a year ago. And so the story goes 
with all segments of the fur trades. Hence, the ranchers are not alone in their 
plight nor above all will quotas solve the problem.

Confirming the above conclusion, the United States Tariff Commission report 
of 1968 to the President concluded as follows:

"The following factors contributed to the sharp decline in the average price 
that mink ranchers received in 1967:

1. A retardation in the economic growth of the United States and the major 
mink consuming countries in Europe;

2. Reports late in 1966 that the world supply of new mink furskins was morp 
than adequate to meet demand;

3. The accumulation of large inventories of mink furskins in the hands "f 
domestic fur dealers and garment manufacturers late in 1966; and
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4. The introduction of new fur dressing techniques and decisions by the Fed 

eral Trade Commission regarding their uses, which caused apprehension in the trade."
Thus you can see that in the 1968 Tariff Commission report, it found no 

reason to believe that the tlien low mink prices as suffered by the American 
ranchers resulted from imports; nor has any subsequent development in the fur 
industry changed this finding of fact. Thus, while we are in desperate need of 
help, imposing quotas on mink is certainly not the answer.

Mink pelts constitute over 65% of our total production. Although we dress 
and process all types of fur skins, mink remains our bread and butter item. 
To impose restrictive quotas at this time, on an already overburdened and de 
pressed industry would unjustly cripple and irreparably harm the fur dressers 
who indeed are struggling to survive. In our view, it is necessary that we in the 
United States as the largest mink consuming country, maintain a position of 
free and unrestricted flow of raw furs. We are opposed to any reduction in the 
number of skins to be imported into the United States, as it would create restric 
tions and impose burdens on nearly the entire fur industry and yet at the same 
time, not only fail to solve the problem as it exists, but compound it.

Fur dressing is a complex and laborious process involving highly technical 
skills acquired only through long years of effort. All American fur dressers are 
relatively small companies with limited output. To keep their plants in oper 
ation, it is essential that there be an adequate supply of mink skins and, of 
course, a labor force to produce them. It follows then, that if the supply is 
reduced, the total production obviously would be diminished to a point where it 
would become too costly to continue business. This is precisely what has hap 
pened to several dressing companies in the past two years; a recurrence which 
we neither desire nor wish.

Let us be practical. If our country imposes a quota on mink, does anyone for 
a moment believe that it will stop the flow of foreign mink into the United 
States? Let us take ermine for example—Russian ermine. Russian ermine raw 
skins are not permitted to be imported into the United States. But, does this 
mean that we see no Russian ermine in the United States? On the contrary, 
Russian ermine garments are sold extensively in this country, coming in from 
other countries. Can anyone deny that fashion conscious women who can afford 
ermine won't buy one simply because our government curbs the import of the 
skins? If we impose a quota on mink, let me predict that the same thing will 
happen. Foreign mink dressed elsewhere, manufactured elsewhere, will come 
into this country a« a finished garment—to the everlasting loss of American 
labor and American industry. Thi« would lead to the eventual deterioration of 
our position as the fur capital of the world, and it would be the very vehicle by 
which Europe would then become dominant as the world's fur center.

The United States Department of Commerce recently disclosed that the Ameri 
can fur rancher has increased the exporting of United States (domestic) mink 
by 35% in 1960-70 over the same comparable period in 1968-69, while at the same 
time imports of foreign mink decreased by 32.01% for the same corresponding 
period ! Accordingly we believe any quota on imported mink would drastically 
alter, if not ruin, the mink business in the United States. First, any quota such 
as those suggested may create a seller's market condition for the American 
mink rancher. Demand depends upon supply available and the relationship of 
both determines the price. If the United States rancher limited total domestic 
supply by reducing mink output, it of course would drive the prices up—natur 
ally to their advantage. Realistically, ranchers could, if they wish, then almost 
peg prices at whatever level accomodates them best. This would constitute a 
seller's market and one to which we are unalterably opposed.

Again, quoting from the 1968 United States Tariff Commission Report, we 
see at page 12 :

"The bulk of the imported mink furskins are of the standards colors and be 
long to the so called commercial grade, i.e. medium-to-low quality: moreover, 
more female than male furskins are imported. The imported furskins are nscil 
primarily in mink garments that are sold in the low anil middle price ranc/es, 
and as collar or oit.ff trim on garments not made of fur . . ." (Emphasis added). 

If Congress restricts the importation of "low and middle price" mink pelts, 
it would deprive thousands of American women from buying a mink coat within 
their means. It would mean that only women of expensive means could afford a 
mink garment. We believe that all women are entitled to enjoy the pleasure of
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mink, whether that coat sells for $800 or $8,000. The United States is an 
affluent society reaching all consumer levels far greater than any other country 
in the world. A seller's market for the mink rancher would change this drastically 
because only the wealthy would be able to afford a mink coat.

As shown above, it is also a fact that the trimming trade relies heavily on the 
commercial quality of foreign mink because the domestic sources do not produce 
a sufficient quantity. If a quota were imposed, it could well mean the end of the 
highly important trimming industry and, of course, a great loss to the dressing 
industry which processes these skins. In our view, it becomes absolutely neces 
sary for a free flow of raw pelts of every description to be allowed entry without 
quota into the United States.

We believe that it is 'absolutely essential, in order for the fur industry in this 
country to survive, that there be free, open and unfettered competition. No 
industry can long survive where a part of it enjoys protective sanctions to the 
detriment of the remainder. Unless every segment of that industry has equal 
opportunity to earn a reasonable profit and to produce a creditable product, it 
will eventually perish.

We do not seek, nor do we desire preferential levels. The fur dressing industry 
in America has survived on the basis of open and spirited competition. We cannot 
survive if our bread and butter item, i.e. mink pelts, are deprived us. As noted 
before, the fur dressing industry needs a gigantic shot in the arm to save it from 
further decimation and it is an open secret that any quota on the importation 
of raw mink pelts will sound the death knell for the American fur dressers.

STATEMENT OF LESLIE C. BOBSUM, SALES MANAGER, FEED SALES DIVISION,
KELLOGG Co.

My name is Leslie C. Borsum. I am sales manager of the Feed Sales Division 
of the Kellogg Company of Battle Creek, Michigan.

We realize that we are not the only persons who will be making statements to 
this Committee relative to the plight of the mink rancher. With this in mind 
we will not attempt to quote facts as stated by the others. Statements made here 
are conditions in the mink industry that affect a facet of the Kellogg Company, 
namely, the mink cereal feed business.

Since 1926 the Kellogg Company has been producing a cereal blend which has 
been sold to the American fur farmer. This is the carbohydrate factor of the 
mink's diet.

We have seen the fur business, especially mink, grow and prosper in this 
country. At one time there were 18 manufacturers producing and selling mink 
cereal. Today due to the economic factors involved there are only 10 manufac 
turers selling mink cereals to ranchers. This you can say should be good for 
those remaining in the business as competition has been materially reduced. But 
that is only half of the story. Just a few short years ago there were 7,000 mink 
ranchers in the United States and today fewer than 2,500. Domestic production 
of mink has declined from its height in 1967-68 to less than an estimated 4,000,000 
pelts in 1970.

The cause of this is purely and simply a matter of economics. I am sure that 
others appearing before you have told why this has come about and I need not 
dwell on this.

I ana more concerned as to how it affects the mink industry and its effect on 
the Kellogg company.

The mink industry is and always has been under-financed. This is true of the 
producer, the wholesaler, and the furrier. All of them operate on borrowed capital. 
When we have a situation such as we have at present it immediately affects 
our business.

We are faced with a shrinking market for our product. Our potential market 
has been reduced more than 50 percent. Ranchers that are left are finding it 
more difficult to secure the necessary financing to pay their bills and to have 
operating capital. One of our large auction companies is no longer providing 
financing. This opens the door to further foreign competition in this field.

In the past we have extended credit on a pelt assignment loan basis to mink 
ranchers who were able to secure part of their financing from auction companies. 
Ranchers are pushed to the point that their only security is the mink. With 
prices depressed as they are, the mink are not sufficient secur'ty for our Com-
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pany, for banks or government agencies to grant loans in large enough sums 
to permit the rancher to operate.

In summary then:
Ranchers are forced out of business due to lack of finance. (We lose customers.)
Ranchers are forced o.ut of business due to low cost foreign competition. (We 

lose customers.)
On top of this we are faced in this country with rising costs, increased labor- 

costs, and increased freight rates. This in the face of a declining price for mink. 
skins makes it hard to do business on a profitable basis.

It is my belief that unless we receive some protection in the way of an import 
quota the mink business as we know it in the United States will go by the board. 
AVe need help and we need it now if the industry is to be saved.

STATEMENT OF WALTER G. TAYLOB, STAFFORD SPRINGS, CONN.

Mr. Chairman and Committee members, I appreciate this opportunity to present 
my story of the American mink ranching industry disaster, and urge passage of 
HR 148, HR 153 or HR17491 and similar bills.

My name is Walter Taylor. I am a mink farmer from Stafford Springs, Con 
necticut. I am also a director and past president of the Emba Mink Breeders 
Association. I have been raising mink since 1941 starting with three mink and 
developing up to a partnership, operating as a chapters corporation, employing 
as many as 18 workers and producing up to 7500 pelts a year.

Mink farming has been good to me in the past. It has been a very interesting 
occupation and has furnished me with a modest living for 20 years. But now 
because the United States government has left our market open free to all comers 
we have come upon hard times.

It is painful to me to admit to you my financial experience of the last 2 years, 
but I think you should know the facts as they are.

Our average cost of production in 1968 was $20.86* per pelt with a net sales 
return of $14.25 or a lost of $6.61 per pelt on the 6201 pelts sold for a loss of 
$41,001.01 not including sale of 817 pelts carried over into the next year. We 
shipped 7,500 pelts from the 1969 crop and the average production cost was $16.89 
per pelt. The average net selling price through May 18th is $8.52** showing n 
loss of $8.38 per pelt for a total loss of $48,880.36 on the 5828 pelts sold thus far 
in 1970.

This makes a total of $89,881.37 on the two crops not including the loss on 
the 817 pelts carried over from the previous year and the 1672 pelts yet to be 
sold from the 1969 crop. The total loss for the two years will be in excess of 
$100,000.00.

As a result of these disastrous sales we have lost our operating capital and 
are forced to dissolve our corporation. I am now reduced to a herd of less than 
800 females on my farm operating as a family unit without hired help trying 
to hang on hoping for a change in the market and praying that Congress will 
enact some import control.

The bulk of my life savings is represented in a mink yard and equipment 
for bousing mink. And, my remaining assets represent collateral to enable me 
to bring the.1970 crop to market. My son and I take care of the mink by ourselves 
and both of our wives work at outside jobs to help support the mink.

It is pretty hard for me to walk off and leave my mink farm when you 
consider the investment involved and the SO years work it represents. I fear 
that the same thing will happen to it that happened to my neighbor 5 miles 
north of my farm. He died and his sons failed. One son took a small part of 
the equipment to operate on a small scale. The town took over tho property 
and sold some useuble equipment and used metal roofing for $1,000.00. The 
rest was bulldozed into a pile and burned. What wouldn't burn was buried 
in a trench. I estimate that the set up had cost my neighbor a minimum of 
$75,000.00.

*Onr costs have been higher than the a%Terage reported by mink farmers. Our accounting 
is accurate and complete and includes nominal pay for the principals as well as all other 
costs. We have been able to tolerate higher than average costs because in the past we 
•have enjoyed higher than average selling prices topping ninny auction sales over thri years.

**Net selling price to the rancher is the gross sales price less the auction commission, 
less the association deduction for advertising and less the tanning costs for those pelts that 
are sold dressed.
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If these facts seem unbelievable to you just think how they seem to me. I 
am nearly 65 years old and find myself facing complete business failure and 
probable loss of my remaining assets.

I have a capable energetic son who wants to continue with the mink ranching 
business but finds the outlook nearly hopeless. I certainly cannot stand any 
more losses like those of the last two years.

Why did all this happen? Well, I put the primary and greatest blame for 
the decline of the mink ranching industry to excessive unrestricted imports.

The idea of mink raising was conceived by Americans and developed by 
Americans using North American wild mink. It is as American as Daniel 
Boone.

Taking a brown colored wild mink, the American farmers have developed 
a superior fur called standard dark mink. Using Mendel's laws of inheritance 
they have taken color mutations that appeared by chance and developed and 
invented more than thirty beautiful colors in mink fur. 

They built a whole new industry from scratch.
With these new products and skillful promoting and advertising they have 

increased the world consumption of mink from less than one-half million 
wild mink to over 20 million mink annually.

To do this American mink farmers taxed themselves at the point of pelt 
sales, raising and spending over twenty million dollars only to find now that 
due to totally unrestricted imports, that they do not own the market, they 
only paid for it.

And incidentally, U.S. ranchers did much to build the European market for 
mink. Starting back in 1952 the American ranchers have spent upwards of 
2 million dollars advertising and promoting mink in Europe.

The increase in production of mink in the United States has been moderate 
permitting us to maintain high Quality. While the United States produtcion 
was increasing to a maximum of six and one-half million pelts, the foreign 
production has increased to an estimated fifteen million pelts annually.

Through the years the Americans have sold and promoted mink as a prestige 
luxury item. And the high status of mink is a testimonial to the success of that 
approach.

When the Scandinavians entered our market they treated mink pelts as a com 
mon commodity, selling without limits, and their limited advertising was not of 
the quality to maintain the prestige of mink, in my opinion.

Mink fur is not a necessity nor even particularly utilitarian in this age of 
modern heating and air-conditioning. Mink is strictly a fashion item and a 
luxury. Sale of such a luxury item is largely psychological and has an unusual 
relationship with supply and demand. The unprecedented desirability of mink 
among women has been due in a large part to scarcity bolstered by fine quality 
and beauty. And high price is a definite positive factor here.

When the market is flooded with massive quantities of low grade mink such 
as the eleven million imports in 1966 and 1967 there is no scarcity, availability 
and poorer quality are obvious and the prices are low.

All of these factors caused fashion leaders to look elsewhere for exclusive 
furs. Where fashion leaders go the others try to follow. Thus, the inevitable 
tarnishing of the bright image of mink began to lessen U.S. consumption.

Mr. Albert Woodley, who has done more than any one man to make the mink 
industry great predicted what is now happening in his testimony before the 
Tariff Commission* in 1967:

"Now, cheap mink is mink of poor quality, and imported foreign mink is largely 
of poor quality. The prestige image of mink is being eroded by these unre 
stricted imports to an alarming degree to a point where the American mink 
industry may collapse to a state where Womens' Wear Daily—the bible of the 
industry—said recently that "Mink had driven a big hole through cheap furs." 
This means that stores can now offer mink garments at the price of the tra 
ditionally cheap furs of other animal origins. Soon, if not now, it's goodbye to 
mink as a prestige fur, and mink as a fur on which the American farioer can 
make a living. Many farmers, some of the very good ones, have already gone out 
of business because of the cheap imports, and unless relief is afforded in the way 
of import controls, the entire American mink industry could be put out of busi 
ness in two vears.

'Testimony before the United States Tariff Commission, December 5, 1967, pag<i 116.
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It cannot be said that cheap foreign mink is not competitive and fills some 

imaginary need, because of its lower price. It is worse than that—it is down 
right destructive for it tragically dilutes the entire face and fortune of American 
mink."

Mr. Meltzer,* President of the Evans Inc. Worlds largest fur retailers also 
stated:

"It is my view that if vast importations of mink of poor quality are permitted 
to increase, the prestige image of high quality mink built by American ranchers 
will be diminished to the point where the demand for mink will eventually 
disappear."

These predictions are rapidly coming true and only a quota can make a come 
back possible.

Added to this impaired image of mink came the present U.S. business recession. 
Luxury items such as mink suffer first when business dips. This caused even 
lower consumption of mink in the United States.

While we have been experiencing a marked business drop off here. Europe 
continued on a high level of business and the last two years havp been banner 
years in fur sales over there. The Scandinavians have therefore had a ready 
market right at home and consequently their exports into the United States have 
been less and furnished a smaller percentage of domestic consumption.

In the days when the United States produced most of the world's mink pelts 
if supply caught, up with demand, cutting back or holding even in production 
here would quickly result in better prices. But now with the United States pro 
ducing only a fourth or fifth of the world crop of mink and, lacking any import 
control, every cut back here can be immediately replaced with the millions of 
pelts available overseas.

We need a quota to protect us against this.
While mink production is decreasing rapidly in the United States it is still 

increasing in Scandinavia.
When the economy does slacken in Europe they will once again turn to the 

United States market and unless we enact some flood control in the form of 
quotas we will be completely inundated with unprecedented imports.

There is no question about it, the mink ranching industry is in a deep de 
pression. At current market levels practically every mink farmer in this country 
is operating at a loss.

Without import controls, I think U.S. mink ranching will disappear as a viable 
industry.'

Given our requested quota, however, we believe that mink can be restored to a 
position of the most wanted fur at profitable prices.

United States mink ranchers do not want to be the sacrificial lambs, sacrififed 
on the altar to appease the great gods of ''Free Trade" and "Balance of 
Payments."

Please, please do not permit it to be said that the American mink ranching 
industry died because of failure to enact protective legislation.

Thank you, again, for permitting me to tell my version of the mink ranchers 
catastrophy.

STATEMENT OP \V. J. Ross, CO-MANAGER ov ROSS-WEIJ.S
Mr. Chairman and Members of the Committee: Ross-Wells, Box 61, Thiens- 

ville, Wisconsin a Division of Beatrice Foods Company, Chicago, Illinois pro 
cesses and distributes mink foods over the entire areas of mink farming. These 
products mainly consist of Poultry By Products, Packinghouse By Products and 
Fishery Products, and are processed at the following locations.
Ross-Wells Eastern Animal Foods
Thiensville. Wisconsin Berlin, Maryland
Gainesville Animal Foods Southern Animal Foods
Gainesville, Georgia Jasper, Alabama
Ross-Wells Medford Fur Foods
Empire, Louisiana Medford, Wisconsin
Pittsville Fur Foods St. .Tames Fur Foods
Pittsville, Wisconsin St. .Tames. Minnesota
Pelican Rapids Pur Foods Alabama Animal Foods
Pelican Rapids, Minnesota Boaz, Alabama

•Testimony before the United States Tariff Commission, December 5, 1967, pane 123.
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Total sales for 1969 were $8,395,000.00 which represents tonnage of 
106,900,000#.

Ross-Wells strongly supports the above mink quota bills and like the mink 
ranchers, is fighting for survival. The special equipment used in processing mink 
foods cannot be utilized in any other business so the total values of Plants and 
Equipment would become worthless. Passage of these bills is necessary for the 
survival of the mink industry.

STATEMENT OF LARKY MOORE. SUAMICO, Wis.
Mr. Chairman and Members of the Committee, I. Larry Moore, of thp City of 

Suamico, State of Wisconsin, have been a mink rancher for the past 50 years. 
I have a capital investment of approximately $50,000,000. exclusive of my breed 
ing stock ; my average annual production is approximately 25,000 pelts and the 
cost of my operation is approximately $350,000.00 annually. I submit this state 
ment in support of mink quota legislation because of the excessive imports of low 
finality mink in 1906 and 1967 and subsequent years, which not. only broke the 
market, but has tarnished'the image of mink for years to come and which is the 
direct cause of the deplorable condition the industry finds itself in today.

A MINK FARMER LOOKS TO OUR GOVERNMENT

This is your and my beloved United States, where smalls are listened to and 
acted for as quickly as bigs with millions of votes. You are our representative; 
you are our only access to fair trade and treatment.

Agricultural Secretary Clifford M. Hardin went to Capitol Hill a few weeks 
ago to urge more liberal world trade in farm products, but defended U.S. import 
controls for meat. He added U.S. duties on imports of farm products, generally 
(average a moderate 10%, the lowest for any major agriculture country in the 
world).

Quota and tariffs were originated to protect young new industries. Have the 
gears of justice slipped or are we so small you didn't hear of us before? We 
are the youngest; we are the newest. All the old agricultural industries have 
protection. We have none. You could be proud of us. We accomplished more in 
practical genetics in 30 years than any other animal husbandry did in 300 .We 
use the by-products of the nation. We developed genetically all the most delicate 
colors in mink. We in North America by domesticating the wild mink kept it 
from being as extinct as the passenger pigeon.

I originally thought there must be almost no item with tariff or quota. I sent 
for a tariff book; it was so large I was astonished. I started to count the items 
and when I got into the thousands, I gave up. It looked as though every agri 
culture item was there but mink !

Secretary of Commerce Morris Stans in his talk before this committee added 
thnt lie realized average labor in the United States was $2.38 per hour, Japan 
was 57 cents per hour. Korea 13 cents per average man hour and 7 cents ner 
average woman hour. Mink ranchers in the U.S. hnve gone from 7.000 in 19fi2 
flown to 2.000 in 1070. Because we built a market over the past 25 years by 
using twenty million dollars to advertise, the mink ranchers from across the 
water have gone from zero to over 12.000 ranchers. To understand our mink 
problem, you must realize it cannot be calculated statistically like so many 
no>mds of food or machinery. Merchandising nnrt advertising must be corrected 
with sunolies. To understand this you must listen to merchandising and adver 
tising tieonle who will tell yon thnt laree quantities of t>oor quality mink will 
not only break the nrice, but will break the carefully hnilt-un merchandising 
image and will ruin the market for years to come, according to Mr. Albert Wood- 
'PV of Albert Woodlev Advertising. New York City. Time has proved his pre 
dictions were right. This terrible mistake has cost thousands of family farms, 
their life savinsrs. and work. I can understand this mistake, but it must nnt be 
allowed to hapnen again.

What the mink ranchers are -isking for is practically free trade. We want to 
eive 30/40% of our market (which U.S. ranchers built) to the foreign ranchers. 
This misrht not even be n roll-back, since imports broke our market ah<j Onr 
image with taking 55% of our market and importing over 11 million nelts j n two 
years (196fi"and 1907). Due to the saturation in low quality mink pelfs, the 
market has gone bad and the prices have become so low that even the foreign
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exporters have cut the number of mink coming into the U.S. to 35% of the total 
number used in the United States. It will take a goodly number of years to 
rebuild our image and market.

Why then would this limitation on excessive imports help the U.S. ranchers? 
We would have a sound basis to start to build our market and image back with 
advertising and merchandising. And, never again would imports ruin us by fast 
expansion (you can't raise decent mink with an average expansion of 23% as 
our foreign friends have) and consequently take 55%, 65%, 85% or even 95% 
of our market, as they now have the ability to do.

This limitation on imports would take the disastrous bust out of our industry. 
Once again, supply and demand/merchandising and advertising would work! 
This would help stabilize a market for our foreign friends and they would be 
able to correlate their production to their merchandising and advertising.

We are guaranteeing a market for them and consequently there would be no 
reason for retaliation from the countries across the pond.

1. Because they already have a much higher protection on most of their agri 
cultural products than we.

2. Because we are willing to keep the level and percentage the same as in 1969.
3. We practically send no mink to their country.
You, as our government, control many of our costs with laws and regulations 

you mnke. We. as a young industry, cannot with costs you impose on us com 
pete with labor—to mention one item. They protect thei agriculture with 
higher percentages than ours. It would he unreasonable for our international 
dealers (in tariff and quota) to sell out our industry over the block for the good 
of some other industry thnt they have greater personal feelings for. The United 
States is strong because she protected her new. small industries many years ago. 
I beg your committee to let no country out-trade the United States and espe 
cially the hnrd-working mink farmers who are willing to give 30% or more of 
our own built-up market to ranchers from across the ocean. Because in 1967 
the Tariff Commission made such a terrible mistake by not recommending limita 
tions on excessive imports, our ranchers are in bad financial shape. New York 
Auction Company, who loans four or five million dollars a year to help ranchers 
raise their crons. will this year make no loans. I ask not for myself, but hope 
the government will step in and help ranchers live until we get this industry back on its feet.

Plei^e don't wait to give us protection until next year. If you do, you will 
have finished off a large percent of the mink farmers and also cost them their 
life savings. You may not realize how true this is. but the facts are very plain 
and sneak for themselves. There were 7,000 family ranchers—now, there are 
only 2.000 family ranchers left.

WHAT ABOUT CANADA?

Their costs and needs are similar to ours. I wish there wasn't a border be 
tween us and we were all one country, North America. I have talked with many 
Canadians—their costs, expansion and problems run parallel with ours. I know 
some of them plan to set up a quota that will link with ours as soon as ours is 
voted. This would help stabilize the whole mink world and be nothing but good,

WHY IS AMERICAN LABOR INTERESTED IN PROTECTION NOW?

1. Beenuse mink pelts are starting to be sent across the ocean to be dressed at 
cheaper prices by cheaper labor.

2. Because mink pelts are beinsr sent across the ocean to be made into gar 
ments at cheaper prices by cheaper labor.

3. Because foreien pelts and foreign-made mink garments arc coming back into 
the United States duty-free to hurt United States labor. 

All of this will expand if we don't get protection.

SUMMARY
"The entire American mink industry can be pnt out of business in two years." 
This statement made before the Tariff Commission in 1967 by Mr. Woo'dley is 

almost a reality. If you do not take action now to limit excessive mink imports, 
you WILL mak° this n fact. We are not trving to be greedy in encouraging you 
to enact proper legislation to protect us from excessive imports because we are 
offering to give 30/40% of the market to our foreign competitors. This is more 
than they have bad the past year.
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Their cost of labor and so forth is far, far less than ours, which means they 
can sell for less money than we can. The result of this is that eight years ago 
we had over 7,000 mink ranchers and today have only 2,000. Most of these will 
be out of business by the end of the year unless you give them protection. In turn, 
our foreign competitors have expanded to over 12,000 ranches because of the 
market we built with over twenty million dollars in advertising.

We want to know that if we live through these times when we are losing money 
on each mink we can be assured that what has happened in 1966-67 (flooding 
the domestic market with cheap foreign imports) will not occur again. It has 
taken 25 years to build our prestige and image and two years to ruin it. We can 
not go through years of rebuilding only to have it ruined again.

If we do not have a limitation on excessive imports, the UNITED STATES 
MINK INDUSTRY WILL BE DEAD by the end of the year.

(NOTE: Albert Woodley of Albert Woodley Advertising, New York City . . . 
testimony before the United States Tariff Commission, Dec. 5, 1967, Vol. 1, 
Page 116) ____

STATEMENT OF ROY D. HARMAN, CHRISTIANBURG, VA.
My name is Roy D. Harman. I live at Christianburg, Virginia, where I have 

been a mink and silver fox farmer since 1927 and on a fairly large scale since 
1931.

I am a past president of the National Board of Fur Farm Organizations and at 
present serve as chairman of the National Policy Committee which, among other 
things, is charged with the passage of H.R. 153 and H.R. 148 and some sixty 
similar companion bills in the Senate and House requesting protection from ex 
cessive importation of mink furskins.

For many years after mink farming began in the nineteen twenties, the prob 
lems were mostly of production. There was a ready market at good prices for 
all the mink furs available then. Minks in the wild were found only in North 
America and mink farming started in the United States and Canada about the 
same time.

As productiton methods were improved, the mink breeders in the United 
States looked forward to the time when many more mink would be produced, 
and, through our Breeder Associatitons, we spent many millions of dollars in 
advertising and promoting mink fur in its original dark color and in over 
twenty beautiful natural mutation colors that were developed, beginning about 
1938. Mink farming was a good business to be in then.

The risks of breeding wild animals in captivity with unknown diseases and 
parasites lurking in the background discouraged big capital from entering the 
fur farming field. Instead the pioneer mink farmers were mostly young, ambi 
tious men who loved nnimnls and outdoor life but had limited capital. Mnny fell 
by the way, unable to produce good enough to earn profits but the success of 
many would make some of the greatest sviccess stories ever written. The conl 
was usually financial security for the family. In ninny cases the mink ranch 
remained a family sized operation but some grew until they employed a con 
siderable number of people on their farms. Many of them have been in business 
so long the sons are now taking over management.

On our farms we have several men who have changed from youths to grnnrl- 
fathers while employed here. We would hnte to see the mink prices get so low 
we could no longer employ these dependable and well trained men. Unless some 
relief is secured from excessive imports, the time is fast appronching when we 
will have to do so. Only the profits from other businesses we are in has saved our 
mink farms this long. Over half the mink breeders in the United States h^ve 
been compelled to quit the past three years. Due to low mink prices many of them 
did not have enough assets to get out of debt when they pulled out. Many years 
of work were lost.

We mink farmers are important to others too. We use enormous quantities of 
slaughter house by-products, inedible meats and fish, poultry by-products, cereals, 
refrigerators, meat grinders, mixers, trucks, wire, lumber and other supplies 
beneficial to the national economy, plus several thousand working people.

In my capacity as an officer of the National Board, it has been my experience 
to know mink ranchers in every section of the United States where much niink 
farming exists, and I know how desperate the situation is with them. The> have 
lowered costs every way they can. Their only hope and prayer now is for our
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government to do something to stop the excessive flood of duty free imports 
from coming into our market.

In the earlier and more prosperous years of mink farming, it attracted the 
attention of people in other nations, especially the Scandinavian countries. They 
visited mink ranchers, learned our methods and bought thousands of mink breed 
ers. This was especially true of breeding stock promoters from Scandinavia who 
bought in the United States and Canada and sold them in Europe. The sellers 
were a few mink breeders in the United States and Canada who valued the dollar 
then more than they valued their economic security later. This practice was 
frowned upon by the large part of mink breeders in the United States and 
Canada, but it was legal and there was nothing that could be done about it 
except voice our disapproval.

The people in the four Scandinavian nations were quick to recognize oppor 
tunity in mink breeding. With the assistance of breeding stock promoters, breeding 
stock was sold to start thousands of mink farms in Norway, Sweden, Finland 
and Denmark and some in other European nations and Japan.

In the words of a Scandinavian mink farmer to me a few years ago, "We like 
mink farming because it uses very little of our land, uses our labor and pro 
duces a product we can sell in the United States, even under your prices, yet 
for a profit to us and get the American dollar."

The U.S.A. has lost considerable in the balance of trade the last fifteen years 
by buying abroad many millions of mink furs that could have been raised in 
the United States. When we of the National Board had our quota bills intro 
duced a year and a half ago, we thought a quota of 40% of domestic consump 
tion would be protection enough. Now with the further demoralized condition of 
our market and the extremely low pelt prices prevailing, we doubt if it is pro 
tection enough and feel that a quota of 30% of our national consumption would 
be more in accord with the seriousness of the conditions of U.S. mink markets.

Gentlemen of the Ways and Means Committee, this is no false alarm. Mink 
ranchers are losing about $4.00 on every mink pelt produced. They have done all 
they can for themselves by cutting operating costs, advertising their product (on 
which the Scandinavians get a free ride), improving marketing conditions, etc. 
without decisive results.

An International Conference in 1970 to try to work out a voluntary agree 
ment helpful to both sides was a complete failure. Voluntary negotiations have 
failed. The Scandinavians were unwilling to consider anything that would reduce 
their shipments to the U.S.A.

We of the National Board of Fur Farm Organizations are asking you to save 
this fine industry, so typical of American Free Enterprise from ruinous foreign 
competition. It is their only hope left.

Thank you for your kind attention.
Mr. VANIK. In view of the fact that we have to respond to a rollcall, 

I will ask that we stand in recess for a few minutes.
In the meanwhile, the gentlemen who will testify next can take their 

places at the witness table. That will be Gen. J. Cal Courtney and Dr. 
Robert R. Nathan on behalf of the Mexican American Association.

We will stand in recess.
(Whereupon, a brief recess was taken.)
Mr. VAXIK. The committee will resume.
I might say there is a gentleman who would like to simplv offer up 

his statement.
The Chair at this time will recognize Mr. James R. Sharp, on behalf 

of the Imported Hardwood Producers Association.

STATEMENT OF JAMES R. SHABP, COUNSEL, IMPORTED HARDWOOD 
PRODUCTS ASSOCIATION, INC.

Mr. SHARP. Mr. Chairman, I have filed with the committee office a 
statement on behalf of the Imported Hardwood Products Association, 
Inc. I do not think it necessary for me to stay here and present the 
statement.
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I should like to have it incorporated into the record. 
Mr. VANIK. Your statement is accepted for the record, without 

objection.
(Mr. Sharp's prepared statement follows:)

PREPARED STATEMENT OF IMPORTED HARDWOOD PRODUCTS ASSOCIATION, INC., 
PRESENTED BY JAMES R. SHARP, WASHINGTON COUNSEL

SUMMAKT
The Imported Hardwood Products Association, Inc., is an organization made 

up of members engaged in trade in hardwood lumber, logs and plywood. In the 
aggregate its members' foreign trade totals many millions of dollars. That trade 
is largely with lesser developed nations.

The Association generally favors unrestricted foreign trade. It believes that the 
United States as an enlightened world leader in finance, trade and political af 
fairs must formulate, carry out and promote among other nations, a free trade 
policy.

It advocates the adoption of the Administration's foreign trade proposals sub 
ject to the modifications and additions proposed in the recent testimony before 
the Committee by the Chairman of The Committee For A National Trade Polir-y.

A moderate relaxation of the escape clause would appear appropriate. A more 
liberal relaxation of the provisions relating to adjustment assistance would 
also seem appropriate.

STATEMENT

My name is James R. Sharp. I am the Washington Counsel of the Imported 
Hardwood Products Association, Inc., with Executive offices in San Francisco, 
California. I and other representatives of this organization appeared before this 
Committee on prior occasions urging that the nation's free trade policy, which 
has prevailed for so many years throughout Democratic and Republican Admin 
istrations alike, not be reversed. I appear here today to again urge that policy.

An uncharted sea is a dangerous one. So are seas filled with charted shoals. 
In a manner of speaking, foreign trade is a charted sea. Some years ago the 
nation reversed its course in the international trade sea by the adoption of the 
Smoot-Hawley Tariff Act. The shoals on which that Act sent the ship of state 
were disastrous. We learned our lesson and slowly but surely, through enlight 
ened leadership in both the Democratic and Republican Parties, reversed the 
course.

For a period of nearly forty years now we have lowered tariff rates and 
barriers, simplified our customs procedures and by other means moved interna 
tional trade toward our U.S. model of free and open interstate trade. We have 
pursued this policy in order to benefit ourselves and all nations in the world who 
would cooperate in lowering restrictions on international commerce.

Jealousies, cartels, monopolies, chauvinism and differences in standards of 
living, wage levels and the economic development of various nations have kept 
the major trading nations from accomplishing a truly free trade community of 
nations. But we have moved toward the goal, as I have said, slowly but surely.

Our Association is made up of over forty regular members engaged in the 
conduct of a major international trade—the importation largely from under 
developed nations in the Far East, South America and Africa of hardwood logs, 
lumber and plywood. We also have as associate members a large assortment of 
business organizations who facilitate that trade. These include banks, shipping 
companies, port authorities, customs brokers, insurers, manufacturers, proces 
sors, distributors and others who play a vital role in the movement of hardwood 
raw and finished materials from the manufacturers and producers abroad to the 
consumers in the United States. In the aggregate the business of the regular 
members of the Association and its associate members totals many millions of 
dollars. Many of the associate members are engaged in both phases of foreign 
trade, the export side as well as the import side.

The widely diversified group of businessmen and organizations which make 
up the members of our Association have one common goal. It is to keep the
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channels of foreign trade as: free as po.*-ible of shoal.s which may wreck it, \vliicl) 
may slow it, which may interrupt it or which may make the two-way flow of the 
trade stream difficult or impossible.

We have no immediate problems that we know of about which we need to com 
plain to this Committee. We appear here for two purposes.

A. We urge our stated philosophy of international trade on the members of 
this Committee. We hope that the Committee will adopt, and urge upon the en 
tire Congress, a national free trade policy designed to develop a maximum flow 
of goods and people between nations large and small, rich and poor.

B. We support the Administration's trade proposals, subject to the modest 
changes and additions which have been urged on this Committee by the Commit 
tee For a National Trade Policy in the testimony of its Chairman, Mr. Charles 
P. Taft, presented on May 18,1970.

In this connection, we fully endorse that Committee's recommendations relat 
ing to changes in the provisions of the present escape clause and adjustment 
assistance provisions of the law. However, we particularly emphasize the need 
for liberal application of adjustment assistance, whenever our broad national 
interests are found by the President to dictate the necessity of permitting an 
unusually high volume of imports to compete with domestic producers or In 
dustrie?. But we are convinced that in the serious situation in which the home 
and commercial construction industry finds itself, supplies of foreign produced 
wood products must remain available to provide the varieties not available from 
domestic sources and to provide the competition price wise that proper inflation 
controls require under present economic conditions.

Our nation has been a leader in establishing world policies in economic, fiscal, 
trade and other spheres. If it is to fulfill its destiny, it must continue to fill the 
role. If it is to fill that role in the area of foreign trade, it must design and 
carry out a program which is enlightened, imaginative, realistic and forward 
looking.

We are part of the free world. Because it is to the best interests of our nation, 
our hemisphere, our allies, and the community of nations in which we must live, 
we must support the unshackling of trade between nations on as broad a scale 
as we have done between our fifty states.

The products the regular members of our Association import are utilized largely 
in the housing industry—an industry that has been devastated by current eco 
nomic conditions and lack of financing at, reasonable costs. Domestic suppliers 
of wood products, softwood and hardwood alike, have been disproportionately 
affected by the current tight money situation and the prevailing high interest 
rates. But we have faith in the future if this Committee and the Congress do not 
turn the clock back in the field of international commerce.

In conclusion, we trust this Committee will lead the way by the legislation it 
reports out to a new, dynamic and forceful trade policy—a positive one—a 
meaningful one—one which will not only leave our own markets as unrestricted 
as possible but one which will force other nations to remove the shackles with 
which our trade with some of them has become encrusted.

Mr. VANIK. Thank you, Mr. Sharp, for your statement. We certainly 
appreciate it.

(The following was received for the record :)
STATEMENT OP HARDWOOD PLYWOOD MANUFACTURERS ASSOCIATION, ARLINGTON, VA.

The Hardwood Plywood Manufacturers Association is the national trade as 
sociation for hardwood plywood manufacturers in North America. We have 110 
members in 30 states, composed of the leading producers of hardwood plywood 
and includes among its membership companies employing as many as 1,500 em 
ployees, as well as small manufacturers employing as few as 12.

Hardwood plywood is a laminated panel made of an odd number of rilies of 
wood placed at right angles to adjacent plies. Hardwood plywood is identified 
by the name of the wood used in the face veneer. Automation has not significantly 
reduced the number of employees in the industry, and while modern equipment 
is an important factor in production cost reduction, labor is still the largest 
single production cost.

The majority of the workers in the hardwood plywood industry are composed 
of unskilled or semiskilled workers who have very little job mobility and can



3198

least afford to lose their employment. A large number of our members are located 
in the Southern part of the United States and increases in the minimum wage 
rate have directly and substantially increased their costs.

After the GATT negotiations of 1950, the duty on plywood imports, other than 
birch, alder and red cedar, was reduced from 40% ad valorem to 20% ad valorem. 
This 50% tariff reduction came at a time when the modernization and rehabilita 
tion of foreign plywood mills was being financed in part by United States for 
eign aid funds.

While we were buildng new facilities for our competitors, imports of hardwood 
plywood into the United States swelled from 58,000.000 square feet surf/ice meas 
ure in 1950 (representing 7% of domestic consumption) to 618,000,000 square feet 
surface measure in 1955 (40% of domestic consumption). At that time the Hard 
wood Plywood Manufacturers Association had a U.S. Tariff Commission Escape 
Clause hearing and were denied relief.

In 1959, we filed another Escape Clause complaint because imports had risen 
further to 1,318,000,000 square feet surface measure, amounting to 57% of domes 
tic consumption. Again we were denied relief because, the Tariff Commission 
reasoned, a new market had been created as a result of new, lower priced im 
ported hardwood plywood.

Imported hardwood plywood continued to flood our domestic market until last 
year (1969) they succeeded in capturing 70% of total domestic consumption. 
Imports for the year 1969 were 4,290,156.000 square feet surface measure.

Conversely stated, the domestic manufacturer had 93% of the hardwood ply 
wood market in 1950 and, less than twenty years later, as a result of the impact 
of imports, the domestic portion now stands at 30%—a loss of 63% of the hard 
wood plywood market.

That there has been injury to our industry as a result of imports is beyond 
dispute. Eighty hardwood plywood mills have ceased operation since 1953. Many 
domestic manufacturers have remained in business only as a result of turning 
to the production of specialty hardwood plywood products; however, this route 
is also fraught with difficulties, because the importers also invade the specialty 
product markets once they are established.

Today, for example, the Japanese can buy a walnut log in this country, ship 
it to Japan, make walnut hardwood plywood and ship it back into this country 
to be sold at a price lower than domestically produced walnut hardwood ply 
wood. It is impossible to cope with such competition.

HARDWOOD PLYWOOD: U.S. CONSUMPTION, MARKET SHIPMENTS, AND IMPORTS, 1950-69 

[In thousand square feet, surface measure]

Ratio of imports to 

Year

1950...
1951. .. ...... .......
1952
1953... ..... . .....
1954...................
1955... ..... .....
1956......... ..........
1957. ....
1958...................
1959 .. ....... .. ..
1960...................
1961.... ._._-__....._.
1962..................
1953...................
1964... ................
1965...... .............
1966... ._.._.._________
1967................
1958...... ............
1969...............

Consumption

811,000
............. 872,000

880,000
.. ......... 1,038.000

... . . 1,181,000
.. ........ 1,552,000

... ... 1,583.000
1, 632, 000

.. ... .. 1,711,000
2, 295, 000

.... ... . 1,865,000
2, 186, 000

.... ... 2,670,000
3 154,000

.... . 3,668,000
3,963,060

. . 4 330, 000

.... . 4,193,000
5, 616, 000

. - .. 16,090,000

Market 
shipments

753, 000 
805 000 
795, 000 
819,000 
755, 000 
934, 000 
887, 000 
791, 000 
804, 000 
977 000 
850, 000 

1,089,000 
1,231,000 
1, 534, 000 
1,721,000 
1, 832, 000 
1,776,000 
1, 663, 000 
1,778,000 

i 1, 800, 000

U.S. ship- U.S.consump- 
Imports ments(percent) tion (percent)

58, 000 
67, 000 
85.000219; ooo

426,000 
618,000 
696 000 
841,000 
907, 000 

1,318 000 
1,015 000 
1, 097, 000 
1, 439 000 
1, 620, 000 
1,947,000 
2,131,000 
2 544,000 
2, 530, 000 
3, 838, 000 
4, 290, 000

8 
8 

11 
27 
56 
66 
78 

106 
113 
135 
119 
101 
117 
106 
113 
116 
144 
152 
216 
238

7 
8 

10 
21 
36 
40 
44 
52 
53 
57 
54 
50 
54 
51 
53 
54 
59 
60 
68 
70

i Estimated.

Source: U.S. Department of Commerce, Bureau of the Census.
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U.S. BUREAU OF LABOR STATISTICS, WHOLESALE PRICE INDEX (1957-59 = 100)

Year

1950........
1951......... .... . .....
1952.......
1953......... ...
1954... ...
1955........ . . ...
1956...
1957... ...
1958...
1959... . . .
I960...............
1961..... ..
1962.-. .__.____.._. .. . ........ .
1963.. ....... ....
1964..... .____.__... . . ........ .
1965........
1966................ .. . ......
1967........
1968......... ..... . ......
1969-- --...._.__.___.____.._._._.._..

Hardwood 
plywood

. .. . 96.7
....... ........ 105.8
...--.-..........-...-... 96.6
........ . ..... 103.4
...---..-.........._..-.. 95.7
....... .. ... 97.9

......... ......... ..... 99.9
...... ... . 99.0

..-.-..._ .. ..... ..... 99.7
101.4

......... ... ... ..... 102.8
...... _. 101.4
....... _ . ... ..... 97.8

97.3
98.5

...... . _. . 98.2
. ...... . . ..... ..... 99.0

...... .... 97.7
....... ... . ... ..... 98.1
...... .. 101.6

Birch 
plywood '

96.4
103.9
102.0
107.6
101.9
103.5
103.6
99.8

100.0
100.3
101.2
98.9
94.7
93.2
94.4
94.1
95.0
92.7
93.3
97.1

Gum 
plywood 2

96.7
106.6
92.9

100.5
91.5
94.1
97.4
98.4
99.6

102.1
103.8
104.4
103.8
104.0
104.9
104.9
105.8
107.8
108.5
109.8

1 Birch y± inch standard panel (specifications as below).
2 Gum }4 inch standard panel grade 1-3 or 1-4, type 11 glue, 3-ply, 48 inch by 96 inch car lots, manufacturer to whole 

saler or dealer, f.o.b. factory, M per square foot. 
Source: U.S. Department of Labor, Bureau of Labor Statistics.

[From the New York Times, May 12, 1970] 

SOUTH KOREA'S ECONOMY BOOMING WITH CHEAP LABOR

(By Philip Shabecoff)

PUSAN, South Korea, April 24—Running 24 hours a day on three shifts, the big 
Tong Myung plywood factory in this port is a fitting symbol of South Korea's 
increasingly vital economy.

It also is a vivid example of how the Korean boom is supported by the willing 
ness of South Korean workers to work long hours for little pay under harsh 
and sometimes deheuinanizing conditions.

Tong Myung has a capacity of 140 million square feet a month and is said to 
be the world's biggest plywood producer.

Starting from no exports a decade ago, it now ships nearly $30-miilion worth 
of processed wood abroad annually^exports that play a key role in South Korea's 
rapid economic expansion.

Inside the cavernous plant, it is dimly lit dank, and smelling.
The air is filled with fine sawdust and reeks of formalin fumes. A visitor's 

eyes begin to burn and water uncontrollably within a few minutes.
The factory's 5,000 workers, many of them young girls, work 10 or 11 hours a 

day, six days a week. The work is hard and monotonous.
For their labor, the girls working at Tong Myung receive about $32 a month. 

Men, who do heavier work, get about $48 a month.
Jhong Jae Young, an 18-year-old girl with broad, pink cheeks and shy black 

eyes, joined the factory two months ago and works as a checker.

GRATEFUL FOR JOB

Pusan is far from her home in Chinju, but her father is dead and she had to 
help her mother and seven brothers and sisters.

Half of her $32 monthly wage she sends home and another $12 goes for her 
room and meals at a boarding house. The remaining $4 is for clothes and other 
personal items.

"The work is not so hard," she said. "I am glad that I can earn money."
AVhat did she do for fun? she was asked. Dance? Go to the movies?
"No," she said, her voice barely above a whisper. "Nothing."
South Korea's evolving economic miracle is built largely upon the willing 

shoulders of workers such as John Jae Young.
A rugged, mountainous land with few natural resources, Korea's mo?t valu 

able commodity is manpower.
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It is cheap labor, of course—cheap enough to produce low-cost products for 
competitive export markets and cheap enough to attract foreign manufacturers 
to set up plants here.

But it is also labor that is being increasingly recognized for its intelligence, 
ability to learn, literacy and capacity for hard work amid conditions that would 
be unacceptable in most industrialized countries.

George A. Needham, representative director of the Motorola Company's elec 
tronic component assembly plant on the outskirts of Seoul, told visitors to the 
bright, modern factory that total production costs in Korea were one-tenth of 
costs for similar production at Motorola's plant in Phoenix, Ariz.

He also noted that it took two weeks less time to train Korean girls to assem 
ble semiconductors and transistors than to teach American girls the same job. 

. "The girls here are more motivated," explained Mr. Needham. "Life is tough 
in this country. These people really need this work."

South Korea's energetic workers have spurred an economic boom that has 
seen the nation's gross national product—the value of all goods and services— 
jump from $2.3-billion to $6.1-billion between 1959 and 1969.

In the last five years, Korea's GNP has grown by an average annual rate of 
12.6 per cent, a rate exceeded not even by the vibrant Japanese economy.

But South Korea still is not a rich country. Per capita GNP is only $195 a 
year for the country's 31 million people.

Although South Korea's workers undoubtedly have improved their lot in 
recent years as far as material existence is concerned, they seem to have lost 
something, as well.

Mr. VANTK. Is there anyone else scheduled to testify later on who 
would like to submit their statement in this way ?

Apparently not.
The Chair at this time will recognize Gen. J. Cal Courtney and 

Dr. Eobert R. Nathan, on behalf of the American Mexican Association.

STATEMENTS OF GEN. J. CAL COURTNEY, PRESIDENT AND 
ROBERT E. NATHAN, AMERICAN MEXICAN ASSOCIATION; AC 
COMPANIED BY WILLIAM SLUM OF THE AMERICAN MEXI 
CAN ASSOCIATION; AND H. P. BRAMBLE, ASSOCIATE OF MR.
NATHAN

Mr. COURTNEY. Mr. Chairman and members of the committee, 
my name is Cal Courtney. I am president of the American Mexican 
Association. This is a trade association composed of manufacturers, 
employees, and other persons who live in the common border region 
of our country and that of Mexico. Our primary interest is in Mr. Mills' 
bills to do away with the provisions of 807 as far as our appearance 
before this committee is concerned.

I feel, frankly, in view of the rather broad based approach that the 
committee is taking, of which this is apparently a very small part, it is 
hard to determine just how relevant what I will say will be because 
we can't see what position the committee is taking on the overall 
picture as it is now presented. However, I wish to state that for our 
association directly and indirectly we represent 3 million Americans 
alone; the border all the way from Brownsville, Tex., to California and 
the Pacific Ocean. Our interest insofar as this particular provision 
of the tariff schedule is concerned is very obvious. It is economic. We 
do not under any circumstances feel that we represent any one par 
ticular industry, because there are many industries who are taking 
advantages of the provisions of 807 to assemble goods in Mexico and 
return them to the United States.
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^ These, incidentally, are components manufactured in the United 
States by American labor and are returned to the United States after 
the labor-intensive assembly is completed in Mexico.

I have heard, not only before this committee, but also at the Tariff 
Commission, and over many years, my friends who represent organized 
labor and some members of management of certain industries cry 
"runaway plants, runaway jobs". We feel that the facts as far as 807 
is concerned do not support this contention.

In addition to being president of this association. I also am execu 
tive director of the Greater Laredo, Tex., Development Foundation, 
which is a small, local community-owned and financed organization 
whose sole purpose is to upgrade our economic base by making it re 
liable, relying on something other than the cattle industry and the 
tourist trade.

Within the last 18 months, as a result of what is provided under 
807, we have created some 675 new jobs in Laredo, Tex.—and I want 
to emphasize this. These are' industrial jobs. They are jobs that pay 
considerably more than our stoop-labor people who were doing this 
typo work or who were on relief or welfare. Furthermore, as an ex 
ample of how this works and what it would mean to us, as to1 all com 
munities—and you gentlemen are aware of this—you have heard of 
runaway plants. I heard it when the textile industry first left New Eng 
land and came to the Piedmont area of the South. I have heard it as 
other industries moved into the home State of the chairman of this 
committee. This is a country of movement and of runaway. Everything 
.food that has ever happened to this country was because somebody 
was running away from something they didn't feel was equitable, or 
where they had a better opportunity somewhere else.

This was true when the Founding Fathers or the first people 
landed at Plymouth Kock. It has been true as the West has been 
developed. So there is nothing new in this.

Obviously, we are concerned with anybody who is denied or loses 
a job because someone moves an operation. On the other hand, we 
must selfishly say to you that we are very happy that if somebody 
has to be out of work it is not the 675 people we have created jobs for 
in Laredo by the use of this program, because these people were 
hungry, too. just like the person might be hungry in New York, 
New England, or anywhere else.

We feel Dr. Nathan, who is an expert in economics, can more 
readily talk from a technical point of view than can I. I can only say 
this to you, that we estimate a minimum of 50 cents and perhaps as 
hisli as 80 cents in some areas of all the wages that are paid in Mexico 
coming back and are spent in the United States for TJ.S.-produced 
products. The nature of the economies of the two areas makes this a 
fact, makes it necessary.

We know that there are in excess of 3,000 jobs along the border on 
the United States side that have been created as a result of the so-called 
twin plant concept.

There are approximately 20,000 jobs that have been created on the 
Mexican side of the border, of which this money, as I say, 50 to 80 
cents, is spent in the United States. It doesn't seem to me that there is 
any justification on the part of our friends from the organized labor
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field or in some industries to say that American labor is not benefiting. 
We feel that all the facts will show that there are jobs that would have 
gone somewhere else. We take the position that part of a loaf is better 
than no loaf at all, as far as labor is concerned.

How this ties into the overall problem and all of the bills that this 
committee is considering at this time, I must admit T have no expertise 
on, and I will ask Dr. Nathan to move into that. If you will hear him 
from now on out, I Will appreciate it.

Thank you.
Mr. VANIK. Mr. Nathan.

STATEMENT OF ROBERT R. NATHAN
Mr. NATHAN. Thank you, Mr. Chairman and. members of the 

committee.
My name is Robert R. Nathan. I am president of Robert R. Nathan 

Associates, Inc., an economic consulting firm, and am appearing here 
on behalf of the American Mexican Association. This association is 
composed of individuals and enterprises doing busines along both sides 
of the border between Mexico and the United States.

Mr. Chairman, I would appreciate my testimony being introduced 
into the record in full, and I will merely summarize it, if that is all 
right.

Mr. VAXIK. Yes; without objection, that will be done.
Mr. NATHAN. Also, I would say, Mr. Chairman, that this testimony 

is not unrelated to a rather extensive study that my associates and I 
made under the title of "Industrial and Employment Potential of the 
United States-Mexico Border." This was a publication, of which I 
have here a copy of the Economic Development Administration of the 
Department of Commerce. I am sure copies can be made available to 
this committee. The purpose of the study was to analyze economic 
possibilities and employment prospects in this very critical area.

While the study did not relate directly to section 807 or its impli 
cations, nonetheless it is very pertinent to that subject.

Let me briefly summarize by stating first that my personal position 
as an economist has been one of encouraging and advocating a more 
liberal trade policy which would lead to enlarged trade between the 
United States and beneficial to the United States and other countries 
around the world.

Also, it is my belief that enlarged trade between the United States 
and the developing countries in the world is of particular impor 
tance. Every economist concerned with development now realizes that 
enlarged trade opportunities for the emerging nations is a very im 
portant factor in their growth and accelerating development. I be 
lieve that section 807 plays a significant role in this particular area 
for three reasons, which I'would like to explore very briefly.

First of all, I think that the most important aspect of section 807 
is the opportunity it affords to move toward more efficient economic 
operations in our society through dividing production into logical 
parts. By and large, we normally tend to deal with a commodity in 
its totality; namely, a product wherever it is produced, whether with 
components from one country or another or assembled in one country
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or another. Therefore, when a product or commodity competes in the 
international market, where there are quotas, restrictions or tariffs, 
they are applied in terms of the total commodity itself. Section 807 
affords an opportunity to separate that product into the components 
for which one country has special advantages and on which it can 
really apply its specialized capability and not those components where 
it has a disadvantage.

In essence, what section 807 offers to American producers is an op 
portunity to produce those parts of a product where this country has 
special advantages due to our technology, due to the scale of market, 
due to the location of the industry, and other factors, and then to 
combine that special capability or special advantage with low-cost 
inputs from elsewhere where the wage rates and the skills are substan 
tially lower than in the United States.

It is my conviction that, if this breakdown of specialization did not 
exist and were not possible, and if section 807 were eliminated, a con 
siderable number of products which are imported into the United 
States with U.S. components would not be imported into this country 
with any American components, but would be produced abroad 100 
percent.

What I am saying, in other words, is that by functioning under sec 
tion 807 we are able to continue to produce components, to send them 
abroad and have them come back into the United States, along with 
the rather unskilled element of assembly. If this were not true, then I 
think we would lose the total market on most of these products.

This is very significant, because it provides a number of advantages 
to the United States. First of all, bringing in products for which we 
export the components and have the assembly done abroad at lower 
costs serves in a very important measure as an anti-inflationary device. 
I think one needn't look deeply into the American economy today to 
conclude that anti-inflationary measures of any nature which are 
effective are tremendously important. We have sought to stop or slow 
down the pace of inflation by aggregate monetary and fiscal ap 
proaches which are commonly recognized now, at least to date, as 
having been relatively ineffective. We have not achieved a slowdown 
in the rate of price increase.

The bringing in of lower cost products certainly has an anti-infla 
tionary effect in a number of respects. It reduces the cost to the con 
sumer. It certainly has a healthy competitive impact on our own pro 
ducers. Also it helps in. terms of increasing our export potentials over 
time as a result of that competitive impact.

Most important of all under section 807 the assembly that is under 
taken is generally undertaken in the less developed countries. If there 
are any markets for U.S. products in this world where American im 
ports are transratecl rather quickly into American exports, ii is !n (he 
underedeveloped or developing countries. They seek to earn foreign 
exchange for one purpose; namely, in order to finance their essential 
imports. When they are able to earn from the United States, that 
affords them an opportunity to buy from the United States. So I believe 
that, in terms of efficiency, in terms of anti-inflationary measures, and 
in terms of development, we have a very important vehicle here.

The major issue that arises here, and that is brought up over and

46-127_fO—Pt- u———13
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over again, lias to do with employment. I listened to some of the dis 
cussions here today. I, too, am very much concerned now, and always 
have been with the problem of employment and unemployment. I have 
testified many times before many congressional committees, this one 
and others, 011 the subject of high levels of employment. I would like to 
emphasize that in my judgment trade is not one of the most important 
elements in the employment situation of the United States. I would 
be naive if I said there is a positive correlation between trade and 
employment. Nonetheless it is true that many times we have had high 
employment in the United States when imports have been very ex 
pansive and very aggressive, and, on the other hand, we have had a lot 
of unemployment and low employment when imports have been very 
low.

It would be unfair to say that, therefore, high employment goes 
with low imports or that low employment goes with high imports, 
or the converse, with unemployment. But we live under the Employ 
ment Act of 1946 where our overall policies really affect the function 
ing of this economy. In my judgment, it is unfortunate that people are 
inclined to stress an adjustment problem that derives from increased 
trade, when that adjustment problem is infinitesimal in the context of 
our total society's functioning.

We had, for several years, unemployment running at the rate of 
3.5 percent, and yet there were displacements, with accompanying prob 
lems of adjustment in many sectors, in many industries and in many lo 
calities. But in the aggregate these were a relatively insignificant 
factor in our total employment record. I believe very strongly that 
increased trade is a contributor to employment and not a contributor 
to unemployment. This does not mean, of course, that there will not 
be some people in some places who will be hurt by enlarged trade. 
This is inevitable. But this is also a factor which is inevitable in 
terms of economic development, because as technology enhances, ex 
pands, grows and develops there are going to be displacements.

I recall in the United States, Puerto Rico and other places when 
we had almost nothing but handcraft industries. They disappeared a 
long time ago, and a lot of people became unemployed at that time. But 
as our economy developed and expanded, as modernization took place, 
other jobs of higher pay were created.

I couldn't help but hear what Congressman Burke said about Mas 
sachusetts and New England. That region is so much better off today 
than it was 30 years ago, with very low-wage, unskilled workers in 
labor-intensive industries than, as compared to today, with its high 
skill, high wage, highly productive industries. Surely, there is some 
displacement in the process, but this is part of economic development 
and economic growth. The horse and buggy artisans and the horse-shoe 
blacksmiths were displaced as the automobiles came along, but this was 
the price of progress.

I have one or two words of a very special nature on this particular 
subject of section SOY.

The problem of 807 applies with great emphasis to the Mexican 
border. There, in the northern part of Mexico, there is a very sub 
stantial number of unskilled people. It is an economy, which, in a sense, 
is distinct in many ways from the rest of Mexico. These people are far
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away from industrial centers of that country. The transportation 
between the industrialized part of that country and the border area is 
long and very costly. In some respects similar characteristics run along 
the United States side of the border which is rather far away from the 
Northeast, the West, and Midwest. These economies across the border 
complement each other.

As a result, we have a relatively large cross-border trade. We believe 
that in considerable part this is attributable to section 807, although 
the full details are not available. Section 807 permits trade in which 
components made in the United States are assembled in Mexico by 
people with lesser skills. The important point to remember is that the 
money, as General Courtney said, which goes across to Mexico, comes 
back to the United States. The estimates run around 45 percent to 70 
percent or more coming back literally within a week. A great many 
Mexican citizens across the border come over to the United States and 
buy all kinds of goods and services which add to employment on the 
American side at much higher wages and, of course, which contribute 
substantially to the improved employment.

There is no doubt that the economic activity on the American side of 
the Mexican border would suffer severely if there were a reduction or 
elimination of this special provision.

One other thing I would emphasize very strongly is that even 
though section 807 serves very usefully to provide jobs for Mexicans 
on the other side, Mexico has a trade balance with the United States 
which is favorable to the United States. We sell more goods to Mexico 
than Mexico sells to us. It is true that American tourists spend more 
money as tourists in Mexico than Mexicans spend in the United States. 
But even so, about 80 percent as much is spent in the United States by 
Mexican visitors as is spent in Mexico by U.S. visitors.

When one takes the aggregate of goods and services, we have a 
favorable payment balance with Mexico which serves to stimulate 
exports from the United States. We feel that any consideration of 
eliminating section 807 would be highly detrimental to our total trade 
there, because it will reduce the earnings Mexico has from the United 
States. Therefore, in turn it will reduce the purchases of goods and 
services from the United States by people in Mexico.

Finally, there is one very, very important problem. Along the 
Mexican border there is a very substantial portion of Mexican- 
Americans, who are among the most poverty-stricken, and who are 
among the groups in this country with the highest rates of unemploy 
ment. Many of them move out of that area because of limited job oppor 
tunities. They migrate, and, unfortunately, land in the biggest cities 
of the Southwest, the Midwest, the Northwest, and most recently, even 
further away. They end up in the poorer sectors of those American 
communities which aggravates the already critical urban poverty 
problems. We have no doubt whatsoever—and this is developed in the 
study I mentioned before about the industrial potential of the United 
States-Mexico border—that if section 807 were to be eliminated, and 
trade between the American side of the border and the Mexican side of 
the border were minimized as a result of that, this would further aggra 
vate the problem of employment and jobs in that particular area.

Finally, I just want to say one thing, that section 807, in my judg-
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ment, is going to be an increasingly important factor, primarily 
because competition between the developed countries in the world, 
is going to intensify. If we are able to break products down into those 
categories or processes in which we have an advantage and those, where 
we dont, I think we can preserve a great deal of trade which otherwise 
would be lost.

That briefly, summarizes the testimony. I hope, therefore, that 
this committee will not recommend anything which would interfere 
with a continuation of the important and positive contributions made 
by section 807 to our trade and our development.

(The prepared statement follows:)
PREPARED STATEMENT OF ROBERT R. NATHAN, ON BEHALF OF THE AMEBICAN-

ASSOCIATION
Mr. Chairman and Members of the Committee. My name is Robert R. Nathan. 

I am President of Robert R. Nathan Associates, Inc., an economic consulting firm, 
and am appearing here on behalf of the American-Mexican Association. This 
association is composed of individuals and enterprises doing business along both 
sides of the border between Mexico and the United States. They have a vital 
interest in promoting greater economic exchange between this country and 
Mexico. The provisions of Section 807 of the Tariff Schedule of the United States 
of America (TSUSA) , like those of 806.30 and other trade-promoting concessions, 
have a critical impact on that trade and on the economy of the border region.

My presentation here today relates primarily to Sections 806.30 and 807 of the 
TSUSA in the context of Mexican border problems. Our firm carefully analyzed 
many aspects of the economy of that region in the course of a study entitled, 
"Industrial and Employment Potential of the United States-Mexico Border." 
That study, completed late in 1968, is available from the Economic Development 
Administration of the U.S. Department of Commerce. Doubtless the staff of this 
Committee has had access to it. The study was not addressed to the question 
of Section 807 as such. However, the observations made on the economics of the 
area are pertinent to the case being considered here.

It is not feasible in this brief testimony to develop the full economic rationale 
for the observations and conclusions I will set forth, but I will do my best to 
summarize them clearly.

There are special aspects of our relations with Mexico and of the region along 
the common border between the two countries that make the problem of Section 
807 unique in its application to that area. Also, the economic principles that apply 
to that trade, and that affect the economic and international interests of the 
United States, are generally applicable to trade with many countries. The pro 
visions of the Section are steps in the direction in which we believe our trade 
policy should tend.

I have long been an advocate of a generally expanding and more liberal trade 
policy leading to enlarging the trade of the United States. Greater trade is for our 
economic benefit and for other nations as well. It is especially essential to allow 
the less developed countries of the world an opportunity to improve themselves 
through trade. We cannot afford to ignore the growing gap between the indus 
trialized nations and the LDC's any more than we can close our eyes to the 
poverty and discrimination in our own country. Nor can we close our eyes to the 
role of export markets as a major element in accelerating the growth of the 
economically emerging nations. Although not designed for this purpose, TSUSA's 
Section 807 and its companion Section 806.30 have become ingenious devices to 
serve both of those objectives, namely trade expansion and a boost to the trade 
opportunities of the LDC's.

One of the most serious economic problems we face today is the pervasive and 
stubbornly persistent inflation that is disrupting our economic stability and 
progress. Imports can be a useful weapon with which to combat inflation. We have 
had little enough success with the other measures that have been tried to bring 
inflation under control. I would like to see a deliberate use of trade policy to slow 
the rise in our prices and costs, and to help break the inflation spiral. If this is not 
possible, at least it does not make sense to embark on a new wave of protectionism 
which could only exacerbate the problem.
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It will be argued that we will further endanger our balance of payments if we 
allow more liberal imports. That might be true in the very short run, but I be 
lieve the opposite is true over a reasonable period of time. Continuing inflation 
will tend to deteriorate our competitive capabilities and it is the most serious 
threat to our balance of payments. We need access to all the low-cost inputs that 
are available in order to keep our costs and prices down and to remain competitive 
in world markets. Trade under Section 807 has the advantage of giving us access 
to low-cost inputs and fighting inflation without putting pressure on our balance 
of payments.

Many of the imports resulting from this tariff provision come from less devel 
oped countries. Most of these countries want to buy more from the United States. 
With few exceptions the dollars they earn through trade come back to us. We 
know this is true with respect to Mexico. Even when this direct reciprocity does 
not take place the components exported under Section 807 tend to assist our 
balance of payments.

Section 807 is in the interest of the United States becaues it promotes spe 
cialization and economic efficiency. It permits American industry to concentrate 
on the tasks it does best—the more sophisticated operations in production—and 
to combine them with the abundant and generally less skilled labor of other 
friendly nations to achieve lower costs. Instead of limiting the tests of com 
petition to finished products, Section 807 permits the benefits of comparative 
advantage to apply to components of portions of the productive actions entering 
into finished products. The results benefit everyone; the enterpriser who finds 
that he can thereby stay in business, the consumer who finds his purchasing 
power goes farther, and the laborer who finds that he does not have to chase 
a constantly rising cost of living that he cannot catch up with.

Continuation of this Section does not mean more unemployment for this coun 
try. Testimony before the Tariff Commission revealed that firm after firm was 
able to maintain a considerable part of its production in the United States by 
combining domestic operations with foreign assembly under Section 807. The 
alternative for most of them was to close their domestic operations and move 
totally to overseas plants, or for the United States to import 100 percent of the 
foreign product for distribution here. In almost no case would closing the for 
eign affiliates now operating under 807 open opportunities for purely domestic 
producers to expand. It is significant that almost no producers appeared to com 
plain of this tariff item. There may have been some such testimony that we 
missed, but if so, it was overwhelmed by the number of industries that were in 
favor of retaining this measure.

Various operations have been undertaken under Section 807. Some of them 
involved moving the assembly operations overseas, or to Mexico, but retaining 
fabrication at home. Some opened new plants abroad without reducing domes 
tic employment. Since there must be some domestic fabrication in connection 
with imports under these reimport provisions, there may well have been some 
net new employment created. It was not possible to tabulate the box score on 
jobs, but our judgment is that the number of jobs saved or created in these 
industries by Section ,807 is certainly greater than the jobs available without 
this Section.

Ultimately the question conies down to whether or not imports from countries 
with lower labor costs than the United States cause a net reduction in jobs and 
an increase iu unemployment in this country. We are not now talking about 
oppressive or unfair wage standards that deprive labor from being paid reason 
ably for its productivity. No matter what fair labor standards are adopted there 
can be differing levels of compensation corresponding to differing levels of skills 
or varying ratios of capital and labor. It is economically sound that some coun 
tries concentrate on capital-intensive industries while others do the labor- 
intensive tasks. Trade between such nations or regions does not cause unemploy 
ment in either.

The predictions of disaster from relaxing trade barriers have never been borne 
out. It is not necessary to argue the basic economics of foreign trade before this 
Committee. You are well aware that we have had low unemployment with high 
imports and high unemployment with low imports. These are not casual rela 
tions, but seldom can one trace and place the blame for excessive unemployment 
on a liberal trade policy.

Full employment depends on a great many factors in the economy and a great 
many policies, as embodied in the Full Employment Act. Among these policies
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the expansion of trade is fairly important. But unemployment attributable to 
the impact of imports has been rather minor. I would be the last to say that un 
employment should be ignored, no matter what the cause for unemployment 
might be, but to go the route of protectionism to avoid readjustment to a rela 
tively few affected industries is like lowering the river instead of raising the 
bridge to let a ship pass.

THE TJS-MEXICAN BOEDER AND 807 OP TSTJSA

The provisions of Section 807 have become an important part of what has 
come to be known as the Mexico Border Development Program. The Program 
grew out of the spontaneous efforts of a number of people and organizations. 
It was not the result of a central plan originated by a single agency, but rather 
represents the felt needs of people living and working on both sides of the border.

Central to the Border Development Program is the recognition that coopera 
tion and trade across the border are indispensable to the economic growth of both 
sides. The Mexican border towns and cities, being far removed from the Mexican 
industrial centers, offer limited market opportunities to Mexican plants. In 
spite of low Mexican wages, food and clothing are expensive there. If Mexicans 
living in the Northern Frontier Zone did not have access to supplies from the US 
side their cost of living would be oppressively high. The region is poor in re 
sources and would not support anything like the present population without 
trade with the Americans. In return the cross-border trade is critical to the 
US citizens who live on the US side.

The US border counties and urban areas do not have the resources for highly 
advanced development, and are too far from the major US markets to support 
their constantly increasing populations at a living standard comparable to the 
average of the United States as a whole. Under present circumstances part of the 
population increase must migrate, mostly to interior cities of the nation. Part of 
this migration is made up of educated young people looking for better opportuni 
ties elsewhere and this constitutes a "brain drain." The greater part is mnde up 
of American citizens of Mexican ancestry (Mexican Americans) who suffer the 
greatest impact of unemployment along the border. There is a steady movement 
of Mexican Americans away from the border counties to the urban centers of 
the Southwest and especially to those in California. Some of them move even 
to the Northwest and Middle West. There they tend to settle in overcrowded 
slums with results that are well known.

Both the US and Mexican border areas could better support their people 
if economic activity across the border could be increased. The people on the 
Mexican side earn most of their revenue from the tourist trade from the US. 
In turn they engage in considerable retail trade with shops on the US side of 
the line. The Government of Mexico has recognized the need for this trade nnd 
it does not restrict an almost free flow of goods at retail across the border. This 
retail trade and the services needed to keep it going are the life-blood of the 
American border communities. There are, of course, other activities in the nrea, 
especially in San Diego and El Paso where US Government expenditures bulk 
large. For the majority of residents, however, the cross-border trade is the 
difference between economic growth and depression.

The establishment of new enterprises with added payrolls in the Northern 
Frontier Zone of Mexico has given an additional impetus to this trade. Many 
pny envelops flow from plants established because of opportunities under Sec 
tion 807. We do not know precisely the number of enterprises and employees 
involved, but they have been growing rapidly for several years. American man 
agement finds Northern Mexico attractive because It is relatively near to US 
markets, even though wages are not as low there a:S in some other countries. 
Supervision is easy and inventory pipelines are short.

A large share of the earnings from tourists and from factories in the Mexican 
Frontier Zone are spent on the US side. It is variously estimated that 45 percent 
to 75 percent of all dollars spent in the Mexican Zone find their wny back to the 
US side in a few days. Moreover, the US border merchants accept Mexican pesos 
freely. In El Paso alone the banks return as much as $50.000 in pesos a day to 
Mexican banks for redemption. Over the longer term more dollars come back 
from Mexico than are spent there because Mexico buys more from the United 
States than the United States does from Mexico.

The US balance of payments with Mexico illustrates some of the points we
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have been making about the trade program, and especially about the effect of 
imports under Section 807. The attached table is taken from estimates prepared 
by the Department of Commerce of payments balances with Mexico since 1964. 
These figures show that the United States has had a favorable merchandise 
trade balance with that country of about $400,000,000 per year. Imports of goods 
from Mexico have been rising but sales to Mexico have been rising by almost 
the same amount so that the balance has remained at about the same level. 
Mexico earns substantial amounts of dollars from expenditures made by visitors 
from the United States, but roughly about 80 percent is offset through purchases 
made by Mexican visitors to the United States.

We do not know precisely how much the border visitors from Mexico buy on 
the United States side because no customs declarations are made. However, 
total buying by Mexican travelers in the US is estimated by the Department of 
Commerce at about $500 million yearly and the bulk of that is spent near the 
border. One big item in the shopping list of the Mexican visitors is clothing. The 
value of clothing they buy in the United States is probably several times the 
value added to clothing assembled in Mexico under Section 807 for export to 
the U.S.

We do not wish to emphasize too much that the bilateral balance of payments 
with Mexico is favorable because in multilateral trade the payments flow be 
tween any two countries is affected by many factors. But we do believe that 
when Mexico earns more from selling to the United States it has a tendency also to 
buy more here. The total demand for United States goods and services did not 
decline because new imports came in from Mexico under Section 807. We are 
confident that if adequate data were available with respect to other developing 
countries in which plants have been established to comply with this tariff pro 
vision we would find similar results in most of them.

I am aware that there has been a resurgence of the protectionist spirit in 
world trade in recent years. Our own balance of payments difficulties, together 
with the recent rise in unemployment, has provided an opportunity for special 
interests to blame these problems on the trade program and to demand retalia 
tion against those who restrict our trade. I would be the last to say that we 
should meekly accept trade barriers against our exports. Yet, the path of mutual 
restrictionism has never proved to be a fruitful policy historically. We should 
look beyond annoying quotas, regulations, and other restrictions to see what 
can be accomplished toward greater trade within an aggregate set of policies 
and programs. Mexico has been criticized because it stimulates exports to the 
United States and at the same time refuses imports of these or similar com 
modities to its territories. But Mexico does allow many of these consumer goods 
to enter its Northern Zone as retail purchases, whereas it does not allow whole 
sale shipments and it restricts the market below the Northern Zone. Yet Mexico 
spends all the dollars it earns from us and more too for goods and services from 
the United States. We would gain nothing by preventing them from earning 
more and trading more with us.

Before I conclude I would like to say a word about the effect of Section 807 
on Mexican Americans in our Southwest. These United States citizens of Mexi 
can ancestry form an ethnic group which suffers greatly from discrimination, 
low incomes, and high unemployment. The economic and social problems involv 
ing Mexican Americans are growing. Many of the problems are intimately con 
nected with the developments along the United States-Mexican border. One of 
the arguments used to support the repeal of Section 807 is that Mexican Ameri 
cans lose jobs because of the competition from cheap labor across the border. 
This is a misconception. Those industries that locate in Mexico under Section 
807 would have no interest in locating on the US side of the border if that tariff 
provision did not exist. Only rarely have plants moved from the US side of the 
border to the Mexican side and even less often has Section 807 been the reason. 
The misconception arises because of another problem which has been confused 
with that of Section 807. Many Mexican citizens holding immigrant visas to the 
United States work on the American side and return to the Mexican side regu 
larly because living costs are cheaper there. They compete with Mexican Ameri 
cans for jobs at several levels and so are blamed for low wages and unemploy 
ment in the area. This is the so-called "green card" problem, but it has no real 
relation to the situation under Section 807. On the contrary, Mexican Americans 
are one of the chief beneficiaries of the increased payrolls on the Mexican 
side of the border. Augmented incomes lead to more buying by Mexicans and
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create more jobs on the American side. Greater employment on the Mexican 
side reduces pressures inducing Mexicans to cross over into the United States, 
legally or illegally, to compete for jobs on this side of the border.

SUMMARY

Imports under Section 807 of the TSUSA are in the interest of the United 
States because:

1. They improve the competitive position of American industry by allowing 
a more efficient combination of factors of production through joint utilization 
of American capital and advanced skills with lesser skilled labor from less de 
veloped countries.

2. They preserve jobs in the United States in those very industries that other 
wise would be even harder hit by foreign competition, thus allowing a more 
gradual adjustment to future trade patterns by industries that could not other 
wise survive.

3. They combat inflation, as do all imports, by bringing lower cost commodities 
to the American consumer.

4. They also tend to reduce casts by contributing to the competitive position 
of US industry generally and thus improving our export position.

5. They do not add to the balance of payments difficulties of the United States 
because they generate two-way trade with friendly countries.

6. They are consistent with the desirable objective of encouraging the de 
velopment of the less developed countries through expanded trade opportunities.

7. They are nn important element in our trade relations with Mexico: which 
is one of our best trading partners.

8. They make a growing contribution to the border trade on which the com 
munities on the United States side of the border depend heavily.

f>. A reduction in that trade, or even a slowdown in its rate of growth, would 
cause the border communities of the United States to lag even farther behind the 
national average in income and employment than they do now. The impact would 
fall most heavily on the Mexican American citizens of the US who are the first 
to feel the effects of declining employment demand in the region. This would speed 
migration to the slum areas of interior cities and add to the serious problems 
there.

SELECTED U.S. INTERNATIONAL TRANSACTIONS WITH MEXICO, 1964-69 

[In millions of dollars]

Transactions 1964 1965 1966 1967 1968 1969

U.S. receipts: 
Exports of merchandise
Expenditure by Mexican visitors to the United

U.S. payments:

Expenditures by U.S. visitors to Mexico

1,077

342
365

1,784

631
490
521

1,642
+142

1,107

390
33

1,530

638
540
182

1,360
+170

1,181

436
81

1,698

749
575
114

1,438
+260

1,221

457
-52

1,626

756
590
120

1,466
160

1,378

493 ..
271 ..

2,142 ..

917
630 _
133 ..

1,680 ..
+462 ...

1,452

1,030

1 Does not include transportation or film rental data which are not available from Mexico.

Source: Taken from unpublished data, U.S. Department of Commerce, Office of Business Economics, Balance-of-pay- 
ments Division.

Mr. VANIK. Thank you for your fine statement. 
Are there any questions ?
Do you know whether 807 is used in connection with operations other 

than Mexico and Canada ?
Mr. NATHAN. Yes; it is, sir. It is used in Korea and Hong Kong. 
Mr. VANIK. Is that basically electronics ?
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Mr. NATHAN. Very substantially, though not exclusively. We do 
send out our complex electronic components there and the assembly is 
done abroad.

Mr. VANIR. Is there any other field that you can think of where it 
relates, other than Canada and Mexico ?

Mr. NATHAN. There is the automobile industry, where parts are sent 
abroad.

Mr. VANIK. That is just Canada ?
Mr. NATHAN. No; that is also with Germany.
Mr. COTJETNEY. Mr. Vanik, let me add to this, if I may. There 

are a great number—I can't break it dow,n into dollars or percentages 
at the moment—of plants that do assemble. For example, we cut on the 
American side, in Laredo, garments that are sold on the Mexican side 
that people wear on the slopes of Colorado to ski in, for example. I 
heard testimony today that the baseball glove industry, as an example, 
is extinct, for all practical purposes, in the United States, and this has 
been true. Within the last year a Massachusetts importer, really—be 
cause he didn't do any manufacturing there—has now opened a plant 
in Laredo, Tex., that employs at the present moment 56 people in the 
Laredo, Tex., side and approximately 100 people on the Mexican side.

Mr. VANIK. That wasn't my question. I knew that this was a situa 
tion that worked out advantageously, at least from the viewpoint of 
some people, as far as using Mexico for an assembly point, and also 
some operations in Canada.

My only inquiry was whether it was used in any other areas, such as 
assembling in Latin America.

Mr. COTJRTNEY. I understood your question to be whether it was 
any other products, other than electronics, Congressman. I misunder 
stood you.

Mr. VANIK. No; I was talking about like the Korean operation.
Mr. NATHAN. Mr. Bramble was the principal author of our report, on 

my staff, and he indicates that American firms do operate in other 
Caribbean countries, for assembly of clothing, for instance. We can 
try to bring together and submit a memorandum on that.

Mr. VANIK. I don't think it is that important. It was just a matter 
of interest.

Thank you.
Mr. GIBBONS. From your knowledge could you give me the price 

of stoop labor in the tomato industry down in Mexico ? Do you know 
anything about the cost of stoop labor ?

Mr. COUETNEY. Stoop labor in Mexico itself runs something like 
30 cents an hour. They work a 9-hour day normally, on an average. 
That is for melons, strawberries, fruits, vegetables.

Mr. GIBBONS. Thank you.
Mr. BUSH. What are the unemployment figures in the Valley in 

Texas as along the border ?
Mr. COURTNEY. It varies from time to time along the border. It 

is 'as high as 13.3 percent in Laredo and in Brownsville it is 10.7.
Mr. BUSH. Did I understand you to say if 807 were repealed it 

would appreciably increase the unemployment along the border ?
Mr. COTJRTKEY. If it was repealed and it then became necessary to 

close the plants which the people who have them say it would increase 
unemployment percentagewise at least 4 percent.
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Mr. BUSH. In other words, these plants would close and _it would 
not be as though you were creating more jobs. You would just have 
to shut clown facilities, from what most of the manufacturers say.

Mr. COURTNEY. Yes, sir. Presumino; of coiirse, that is, as long as 
we are competing with exports particularly in the fields that are 
common along the border with the Orient and the other particularly 
low-wage countries.

Mr. BUSH. Given the just outrageously and unconscionably high 
employment rates in the Valley, who would be pushing to repeal this 
807? Is there strong push along the border for this now?

Mr. COURTNEY. No. sir; not along the border. The push is coming 
from New York and Chicago.

Mr. BUSH. Are most of the working people along the border with 
whom your organization is in touch in favor of continuing this 
concept ?

Mr. COURTNEY. I have not had anyone come in to tell me thev 
would appreciate our closing them down, so they would go on relief.

Mr. BUSH. There is not a big thrust among labor organizations along 
the border to close them ?

Mr. COURTNEY. I am sure there are bound to be some isolated peo 
ple if members are not members of organized labor.

Mr. BUSH. What is the predominant workingman's employment in 
tbo valle.v ? What has it been historically ?

Mr. COURTNEY. It has been working in the fields.
Mr. BUSH. Is it not true automation is displacing an awful lot of 

these people ?
Mr. COURTNEY. Probably 65 percent. The Migrant Council just last 

week reported not only in our area of the valley but as our migrants 
move north following the season, Wisconsin has said they want 10,000 
migrants less this year than last year.

Mr. BUSH. I was a delegate to the Mexico-United States Inter 
parliamentary Conference and it seems that the Mexicans want to see 
this program continued, so there is no thrust in Mexico on this.

Mr. COURTNEY. The Mexican Government was represented and 
mRclo a very strong and logical appeal that it should not be 
diwontinued.

Mr. BUSH. I would like, Mr. Nathan, if possible, to eret a copy of 
that report if you have an extra copy. I would certainly like to have it.

Mr. Chairman, I cannot understand why it is even on here given 
these appreciable unemployment figures that anybody would suggest 
changing—particularly the testimony, unless there is some real con 
troversy over your testimony, that it would result in more jobs in 
some way in Texas, or along'the border, and the California border— 
1 don't understand the push for changing it, but with unemployment 
at an unconscionably high level and with testimony _ that this would 
not create additional jobs, I would hope, Mr. Chairman, the com 
mittee would table this thing and leave the important provision that 
has provided more jobs alone until people have come to the commjttee 
and liven us testimony. I don't know who the mysterious people are 
in New York but certainly any one entitled to testify should have 
lieen here. These foots—I just don't understand it. I hope when wp prPt 
into executive session we can leave this thing to rest and leave, this 
important aspect of the tariff alone.
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Mr. GIBBONS. On top of that 30 cents an hour, is there any kind of 
fringe benefit paid in Mexico? Can you briefly enumerate those?

Mr. BRAMBLE. I can't give you the exact fringe benefits but Mexico 
has a number of unemployment rights 'and health privileges and such 
things that are charged to the employer which he has to pay. How 
much that amounts to" I am not certain.

Mr. GIBBOXS. Do they have something like our social security system ?
Mr. BRAMBLE. That is right.
Mr. GIBBONS. They have health and social security and 

unemployment ?
Mr. BRAMBLE. That is right. Sometimes it is calculated differently. 

In Mexico for instance, when one hires an employee and he works for 
any period of time, he gets a month of separation pay for every year he 
has worked. If he works for any length of time that becomes a very 
large sum of money. The employer cannot afford to fire him, so he is 
kept on.

Mr. VAXIK. I have a few questions I would like to direct to you gen 
tlemen. We have this issue of jobs in mind which my distinguished col 
league from Texas brought up. I am wondering what effect it has on 
jobs in other places. At a Tariff Commission hearing last month there 
was a businessman who had plants in Arkansas and Texas. He moved 
to Mexico. He said this southern operation employed about a thousand 
people and most of them were on welfare.

Do vou think there is enough return to this country from 30 cents an 
hour labor to make up for the loss of $1.60 jobs in other places in this 
country like cities in Ohio or Michigan or New York. Does this match 
the job loss we encounter i n these other areas ?

Gaining jobs for Texas, which this probably does, but costing a lot 
more jobs in other places in America would not be very good on the 
audit side. What about that ?

Mr. OOURTXEY. No. 1, on this 30 cents, I was asked the question of the 
wage rate for stoop labor in the field. This is not the industrial Avage 
rate. Those benefits now are about 54 to 55 cents. It varies from State 
to State and is set by State law.

Mr. VAXIK. What states are we talking about ?
Mr. BRAMBLE. Mexican States.
Mr. OoL'RTXEY. We are talking about four border States.
Your question as to whether even 50- or 60-cent labor makes up for 

the, $2 labor somewhere else is well taken. This is not taking the place 
of $2 labor in any other State.

This is taking the place of 13 cents labor in the Orient. These jobs 
that are created as a result of this fire created because this is the only 
place that these particular industries under the present arrangement 
and the present laws can compete without having to actually either 
just import 100 percent or go to the Far East. I think you will find 
this is true in 95 percent of the cases.

Mr. VAXIK. In a statement I think Mr. Nathan made on industrial 
and employment of the United States-Mexican border, you stated 
a factor which may influence the movement of U.S. industry to the 
Mexican side of the border is the policy of the Mexican Government 
to prevent the economy of Mexico from being dominated by alien 
firms.



3214

As industry of the United States conducts operations along the 
border, it is possible and probable that Mexico would limit permits to 
foreign firms which would compete in markets in which the Mexican 
industry had a capability. That was your statement.

Isn't that really saying U.S. firms should be free to go into Mexico, 
make goods for the U.S. consumer to buy at U.S. prices and then be 
prepared for restrictions by the Mexican Government?

Mr. NATHAN. This type of restriction is a common thing. It is true 
that Mexico as with many countries around the world, is fearful of 
dominantly foreign ownership of enterprises in the country and it 
does tend to limit the amount of investment or sometimes makes 
foreign investors take only a minority share. That is not a factor in 
the Border Development Program, which permits 100 percent foreign 
ownership, but not all lines of business are open to receive a license 
to participate.

Mr. VAXIK. It goes along with the feasibility of 807.
Mr. NATHAN. Let's look at it from the point of view of employment 

and income. From that point of view I think whether you are creating 
or saving jobs in Texas and losing jobs in Ohio is not the issue. I 
think that also we are saving jobs in Ohio because to the extent that 
we are able to continue to manufacture a component which then goes 
abroad and is combined with a lesser skilled and therefore lower wage 
or lower cost employee, we are saving in the United States the high- 
wage job of assembling that component.

If you did not have that low unit cost assembly, the probabilities are. 
and we have looked nt many of these cases, and firm after firm so testi 
fied before the Tariff Commission, that they would literally go abroad 
totally, not in part. So in essence, one can say that without low wage, 
low unit cost for high labor intensive operations, they would go 
abroad for the whole process.

If 807 were denied, not only would there be a reduction in jobs along 
the Mexican border because of trade being reduced but I think you 
would have less jobs in Ohio because components are even made there 
which are shipped out and then come back in finished products which . 
otherwise could not come back because they could not compete.

Mr. VANIK. Under section 807 are any complete products made?
Mr. NATHAN. No; it is only the value added abroad that is taxed 

under section 807. That part which goes out of the United States is 
not taxed. But any product which was made completely abroad would 
not qualify under section 807 at all.

Mr. VAXIK. Your report further goes into Mexican industry devel 
opment restrictions on importation of U.S. goods and so on. Isn't that 
really saying whenever the Mexican Government finds it has a com 
petitive industry that the U.S. firm will be shut out?

Mr. NATHAX. They will try, of course. Oftentimes countries do this 
when they have an adverse trade balance with a neighbor. They try to 
close down or slow down that foreign controlled activity which com 
petes with their nationals. I think that the Mexican economy will make 
an effort to deny access to American products as long as they have an 
adverse balance of payments. I think the answer, Congressman Vanik, 
lies in trying to eliminate these restrictions—not in going into com 
petition with them in levying restrictions.
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Mr. VANIK. We went through that with Japan. That is precisely 
what we did there. Here we have a country which is not even a member 
of the GATT. There is nothing to prohibit any kind of restriction.

It seems to me that we are operating considerably at our peril be 
cause we are extending a situation here in which there are no levers, 
there are no rules. There is just our generous good will or attitude of 
cooperation with a neighbor to the south. We are extending a great deal. 
I am not sure that we are not on the losing side rather substantially. I 
don't mind if we lose a little but it seems to me the risk is we can lose a 
great deal.

Mr. NATHAN. It seems we have not been losing.
Despite the restrictions or bargaining capabilities due to absence of 

membership in GATT, still we benefit with our trade with Mexico 
over the years by having a favorable trade balance. With all of their 
restrictive tendencies we still sell them a lot more than, we buy from 
them.

Mr. VANIK. Who are the members of your organization ?
You have the American-Mexican Association. Do you have a publi 

cation which lists your membership?
Mr. COTJRTNEY. I will supply for the record. They are manufactur 

ing companies, chambers of commerce of border cities, they are de 
velopers of industrial property on both sides of the border, worker 
organizations on both sides of the border.

Mr. VANIK. In a sense you have a tool which I wish I had in my com 
munity. I wish I had this privilege in my community to work out some 
special arrangements and get some special benefits of the law.

I am also on a border with Canada.
Mr. COTJRTNKY. Congressman, you have some.
Mr. VANIK. We have the automobile agreement. I am reviewing that. 

I am not sure that is really working out like I thought it should. I buy 
an automobile today and I don't know where it is made. I have prob 
lems getting an automobile that will run. You sort of want to go back 
to the source of supply and find out who put the pop bottle between 
the window and the plastic cover for the door. You sometimes wonder 
where errors and problems are developed. Today it is pretty hard to 
tell where your automobile is made. It might have been made entirely 
in Canada. They make certan models completely there and some are 
made here. I am not sure, but at least with Canada we have a competi 
tive labor situation. We have a living standard. We have organized 
labor which is just about the same so the competitive factor does not 
come at the expense of the human beings who work and develop the 
product.

Are any of your member companies involved in defense business ?
Mr. COTJRTNEY. Indirectly, yes. The plant that happens to be in 

volved in the area is not producing defense materials to my knowledge, 
but some of the very large corporations of this country who are in the 
defense business do also own plants in Mexico that operate under the 
Mexican border industrialization program.

Mr. VANIK. Some of the items that are paid for by all of the tax 
payers of the United States required in the determination of the De 
fense Department for the defense of America are then made outside of 
the country without at least knowledge of the American people that 
this is going on. I think we have a right to know ——



3216

Mr. BUSH. 1 was not clear on the question. Mr. Chairman. I thought 
you asked whether they were the members of the organization. I don't 
think he responded directly whether the Defense products were being 
made outside the country.

Mr. COURTNEY. I said they were not to my knowledge; that they 
were large corporations that manufactured articles for the Depart 
ment of Defense but not in Mexico.

Mr. VANIK. Your reply is that no products pcouired under Defense 
contracts are produced under the provisions of this section outside of 
the United States?

Mr. COURTNEY. That is not my answer because I have no personal 
knowledge. I have no personal knowledge that this was true.

Mr. VANIK. Can vou tell me categorically that Defense products, 
items Purchased under Defense contracts are not made outside of the 
United States under the provisions of section 807 ?

Mr. COURTNEY. I would doubt that the procurement department of 
the Department of Defense could answer that.

Mr. VANIK. I would like to have an answer.
Mr. COURTNEY. I can't give you an answer.
Mr. VANIK. You represent organizations that are involved in this 

business. It seems to me that the answer ought to be available to mem 
bers of this committee. We ought to have this information.

Mr. COURTNEY. I will be happy to question all of our members and 
furnish it to vou just as soon as I can. I will do it by long-distance tele 
phone if it pleases the Congress.

Mr. VANIK. I think it would be helpful. We certainly should know 
how this affects every taxpayer in the United States. We ought to know 
where our money is going.

Mr. COURTNEY. I can tell you a very large employer in your district 
is able to keep a plant open in Ohio only because he is able to use this 
program.

Mr. VANIK. If this is so, he has not bothered to tell me and I don't 
know why it should be secret. I think we should knoAv.

Mr. COURTNEY. It is a matter of public record because you have to 
have a permit from the Mexican Government which is a public record.

Mr. VANIK. When I suggested we don't know about it, I have no 
information of any industry——

Mr. COURTNEY. Do you know where the plant headquarters of all of 
the people of your district are located in other places in the United 
States?

Mr. VANIK. I have only that information which every citizen would 
have, maybe a little more, but I don't have an index of where they 
are operated.

I want to know as a representative of all of the people of the United 
States whether the taxpayers' money is being used to procure items 
of defense outside of the United States under section 807.

Mr. COURTNEY. I will query our members and give you a report,
Mr. VANIK. I also am concerned about the labeling of these prod 

ucts of foreign origin. I am wondering if some of the things that are 
being manufactured out here would be embarrassing if they hao^ to 
put the label-——

Mr. COURTNEY. They do have to put the label on. It is required



3217

that the label state "Assembled from American components in 
Mexico."

Mr. VANIK. It has to say that on every item?
Mr. COURTNEY. Yes, sir.
Mr. VANIK. That is good to know.
I am also concerned with Government funding. I am not so much 

concerned but I want to know about it. Does the United States Gov 
ernment help train these people in Mexico to work in these border 
plants? I have here an article that tells me something about that, 
that Federal funds are used to train Mexicans to carry on this work 
that you suggest is sponsored by your organization.

Mr. COURTNEY. This is against the law and to my knowledge this 
does not happen anywhere.

Mr. VANIK. It does not take place to your knowledge ?
Mr. COUKTNEY. No, sir.
Mr. VANIK. I understand there were some mobile vocational train 

ing units that were on loan from Imperial Valley that were carried on 
through the border area.

Mr. COUKTNEY. That was on the American side of the border, and 
trained American workers to work in American plants.

Mr. VANIK. It is not to train the others ?
Mr. COURTNEY. No, sir.
Mr. VANIK. I don't object to training other people. Again I feel 

this is something we should be aware of. I frankly think it would 
be good for the whole world if we were to train people in foreign 
countries instead of shooting them down. We would solve a great many 
problems in this world if we were to direct our energies in that area.

I have no further questions.
Mr. COURTNEY. Congressman, could I add one thing for the record ?
Mr. VANIK. Yes; surely.
Mr. COURTNEY. I feel it has not come out exactly from the owner 

ship angle and what is involved in Mexico is involved under their 
industrialization program. I think there is a misconception here.

No. 1, under this program Mexican ownership is not involved at 
all. These corporations a>r.e 100 percent American owned, or can be. 
There are no restrictions. This program operates only within a 17- 
mile zone of the border from one end to ther other. The American 
equipment that goes over there and the reason you don't pay any 
duty in or out is because it goes in under a surety bond saying it will 
come back. But there are no restrictions whatsoever in either owning 
the company or as far as that is concerned, in owning the buildings, 
the plants, or anything else used in these operations. So far as I 
know, they are all owned or financed by American capital.

Mr. VANIK. I want to say I have the highest regard for the develop 
ment of the Mexican economy. We have a neighbor situation here. 
We should try to be good neighbors. I want to be sure business and 
industry is not exploiting this and using this as a lever or tool or 
device.

You made one other statement. You talked about the travel balance. 
You said the Mexicans spend 80 percent of what the American spends 
in their travel in the United States. Are you including in that esti 
mate the contributions to the Mexican economy of the great retire 
ment industry of Americans in Mexico ?
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As I understand it, Guadalajara is practically filled with American 
citizens, thousands of Americans who have gone into Mexico as a 
place of permanent residence. I can see why they would do that. I 
was in Mexico a few years ago and I was injured. I went to the doctor 
and I had a two dollar bill for services that would have cost $50 
here. I got some drugs for 50 cents a capsule, bisilin. I tried to buy it 
when I got back here and it was $7.50. I can see some distinct 
advantages for people wanting to retire to Mexico and getting 
advantage of the reasonable pricing policies as distinguished from 
what happens in many areas in this country, particularly in the 
ph armaceuticals.

Mr. BRAMBLE. The figures for "expenditures by U.S. visitors to 
Mexico" do not include people who are residents and retired there but 
the remittances that are made through the banking system are in 
cluded in the receipts and expenditures from other transactions.

Mr. VANIK. That would not include social security and pension 
funds?

Mr. BRAMBLE. It would include all of the transactions that are 
made and recorded. That is, in the overall balance, but not in the 
category, "expenditures by visitors."

Mr. VAKIK. Thank you very much, gentlemen. We very much ap 
preciate your testimony.

Mr. COTJRTNEY. Thank you, Mr. Chairman.
(The following statements were received for the record:)

INTERNATIONAL LADIES' GARMENT WORKERS' UNION,
New York, N.Y., Juno 8,1910. 

Hon. WILBDR D. MILLS,
Chairman, Oommitte on Ways and Means, House of Representatives, 1102 Long- 

wortli House Office Building, Washington, D.C.
DEAR SIR: The attached submission is made on behalf of the International 

Ladies' Garment Workers' Union and the Amalgamated Clothing Workers of 
America in support of H.R. 14188 to repeal Item 807.00 of the Tariff Schedules 
of the United States (referred to in the attached submission as Ite:n 807 and 
TSUS).

The International Ladies' Garment Workers' Union (ILGWU) and the Amal 
gamated Clothing Workers of America (ACWA) have more than 850,000 mem 
bers who are engaged in producing every type of garment and apparel accessories 
in every state in which apparel production is significant and in the Common 
wealth of Puerto Rico and the Virgin Islands.

The two organizations and their members are vitally concerned with the im 
pact of apparel imports entering the United States under Item 807, which they 
view as even more serious than that of the overall growth of other apparel im 
ports. This is due to the peculiar nature of the apparel industry and its business 
organization.

In this submission, the apparel industry is described as being made up of estab 
lishments and enterprises producing garments and accessories for persons of both 
sexes irrespective of their age by cutting and sewing woven and knit textile 
fabrics, by knitting from yarn, or by cutting, sewing, cementing or fusing related 
materials such as rubberized fabrics, plastics and leather. It does not encompass 
such products as hosiery, hats, caps, furs, handbags and similar items. The 4-digit 
SIC classifications or portions thereof that correspond to this concept are listed 
in Annex Table 1. while the corresponding TSUSA classifications are summa 
rized in Annex Table 2. The available statistical data do not always conform 
strictly to the industry definition offered above in which members of the ILGWU 
and ACWA are employed. However, the minor differences in coverage and defini 
tion are not apt to affect the validity of the analysis.

It is hoped that the attached submission will enable the Congress of the United 
States to place the economic problems generated by the imports of apparel arti-
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cles under Item 807 into a proper perspective with a view to the ultimate elimi 
nation of the threat it presents to the jobs and economic welfare of our nation's 
garment workers.

Respectfully yours,
LAZABE TEPEK, Director.

STATEMENT SUBMITTED ON BEHALF OP INTERNATIONAL LADIES' GABMENT WORK 
ERS' UNION, AFL-CIO AND AMALGAMATED CLOTHING WORKERS OF AMERICA, 
AFL-CIO
Item 807 of TSUS, as written and administered, fosters an imminent and 

serious danger to the welfare of workers in the United States who are engaged 
in the production of the various articles of apparel. It provides an unhealthy 
inducement to domestic apparel firms to move their manufacturing operations, 
not infrequently in stealth, to foreign nations, many in the proximity of the 
United States. The excessively rapid growth that has taken place in the few 
years sdnce Item 807 was placed on the books is indicative of the lure it pro 
vides for the evasion of labor standards established in this country after many 
years' efforts under the pressure of public opinion, legislation, and activities of 
organized workers and their unions.

ECONOMIC BACKGROUND

The apparel industry is one of the most competitive in the nation. To a con 
siderable extent, it remains the mainstay of small business enterprise.1 The 
number of firms producing different articles of apparel approximates 28,000.2

The existence of a large number of firms in the industry fosters vigorous 
rivalry for the available business. Each firm competes with others making the 
same product and also with firms making other types of garments. Thus, for 
example, companies making dresses face competition from makers of skirts, 
blouses, sweaters, suits, slacks and other items of sportweiar. Companies produc 
ing overcoats and topcoats compete with those making raincoats, car coats, 
mackinaws, lumberjackets, and other sportswear. Because capital requirements 
in the apparel industry are modest and its technology is relatively simple, new 
firms continually enter the field. Small firms, irrespective of the size of their 
capital assets, normally have a reasonable chance of success in competing with 
larger companies. Much depends on the ingenuity of their principals in meeting 
market demand, in anticipating fashion developments and in providing the ulti 
mate buyers of their products with good value. The business, of course, is risky. 
Competition is keen, and even in the absence of low-wage competition from 
abroad many firms succumb in the process.

The ease of entry is also facilitated by the relatively low skill requirements on 
the part of the industry's labor force. Most of the machinees in use by the indus 
try are fundamentally mechanized tools, the handling of which can be readily 
mastered within a short period of time. The basic equipment is the sewing 
machine; with the addition of auxiliary equipment and increased subdivision 
of labor, garment industry operations have been steadily simplified. This is also 
true for most other equipment in use in the industry. With the development 
of technology, such skills as once might have been required of the industry's 
workers have been diluted by new production techniques, minute subdivision of 
labor and the resulting specializaiton which calls for the performance of highly 
simplified tasks. After elementary instruction in the handling of a sewing ma 
chine is given to a worker without prior experience, the learning process con 
sists of progressive and relatively rapid acquisition of greater operating speed. 
As a result, the industry does not call for high educational atttainment on the 
part of their workers—one out of every four persons employed in the industry

!U.S. Bureau of the Census, County Business Patterns 1968 shows that the average establishment in the industry employed only 59 production and non-production employees (including persons engaged in executive, administrative and professional activities), and this a.t the peak of the spring season when employment is normally higher (data for SIC 23 and 225). The average company in the industry has only fractlonallv more than one establishment. The latest available data is for 1963 and shows that an average company in the industry owned from a low of 1 to a high of 1.53 establishmeTits depending on the branch of the industry (U.S. Bureau of the Census, 1963 Census of Manufactures) When the data becomes available for 1967 it is doubtful whether the figures would be mate rially different.
2 U.S. Bureau of the Census, County Business Patterns, 1S8S.

46-127—70—pt. 11———14
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have not completed primary schooling and virtually three out of every four 
workers did not finish high school.3

OUTSIDE SYSTEM OF PEODTJCTION

Unlike other industries where manufacturing functions are tied up with those 
involved in the distribution of the finished product to wholesalers or retailers, 
there are two distinct systems of operations in the apparel industry : the "inside 
system" and the "outside system" of production.

Under the "inside system" of production, an apparel manufacturer performs 
similar economic functions as performed by manufacturers in other industries. 
He designs the product that is to be produced, purchases the needed materials 
to be used in its manufacture, employs workers in his own plant to perform the 
needed operations in the manufacture of the finished product, and engages in 
all related distribution and merchandising functions.

Under the "outside system" of production, manufacturing operations are di 
vided between two types of firms. The principal firm is known as a "jobber" or 
a "converter". * Jobbers in the apparel industry perform all the entrepreneurial 
functions of a manufacturer (frequently they are even spoken of as manufactur 
ers by their suppliers, customers, credit agencies and persons at large). They 
design the products to be manufactured, purchase the raw materials such as 
fabric, yarn, buttons, belts, etc. needed in the manufacture of garments, have 
samples made up for presentation to potential buyers, maintain showrooms where 
buyers can view their collections, and sell the finished product to- wholesalers 
or retailers.5

The actual making of the garment (with the possible exception of cutting) is 
carried out to the jobber's specifications by firms known in the industry as 
"contractors." The latter provide premises, machinery and equipment, and the 
work force for manufacturing garments. Contractors not only perform this serv 
ice for jobbers, but at times also work for the industry's manufacturers who 
need to supplement production of their own factories to meet a temporary or 
permanent demand for greater output, or to divert production from their own 
establishments for various reasons of business strategy, including that designed 
to counter organizational activities of labor organizations or to take advantage 
of lower wages that may prevail in the contractors' shops.

The "outside system" of production is characteristic of apparel industry's 
operations in the United States and elsewhere. Contractors are, in effect, pur 
veyors of labor. They do not sell what they produce in their shops in the open 
market. The amount they receive from their customers—jobbers or manufac 
turers who supply them with raw materials and specifications for the completion 
of the assigned tasks—is supposed to cover their outlays on labor, relatively 
minor expenses for such things as thread, needles, or hangers, overhead costs 
and profits. Companies that supply work to contractors typically retain title to 
the basic materials out of which garments are fashioned.6 Thus, there is no 
"market price" for contractors' output—what they turn out is not available for 
sale by them in an open market. What they manufacture does not, in effect, 
belong to them. They are merely purveyors of a manufacturing service executed 
on goods that belong to another concern, their customer.

The existence of the outside system of garment production helps to heighten 
competition in the industry. It enables jobbers and manufacturers to obtain 
greater flexibility in coping with the variations in the demand for their product 
by transferring the burden of fixed costs from their own shoulders to the con 
tractors who are typically smaller, more numerous and economically weaker. 
Thus without investing in additional plant and equipment and hiring the 
workers, production can readily be expanded to meet increased demand, and by

3 U.S. Bureau of the Census, Census of Population 1960: Industrial Characteristics, 
PC(2)7F, Table 21 (the Information is for labor force engaged in work on apparel and 
other fabricated textile products and knitting mills).

4 The term converter instead of jobber is used In the vertically integrated production of 
fcnitgoods.

6 The term jobber as used In the apparel industry Is thus quite distinct from the more 
commonly used homonym used to describe a wholesale merchant, one who assembles job 
lots of merchandise from different suppliers solely for the purposes of resale.

6 Cut or uncut piece goods are either consigned to contractors, or else a fictitious sales 
transaction is recorded on the books of the jobber and the contractor, with raw materials 
used in the production of garments charged at the same valuation when work is completed 
as on their receipt by the contractor.



3221
the same token contracted whenever necessary with little cost to the jobber 
or the manufacturer.

The very ease with which production could be expanded or contracted in 
response to changes in business conditions through the use of contractors has 
accentuated the many evils traditionally associated with the apparel industry. 
While capital requirements needed to enter business in the apparel industry, as 
previously noted, are generally low, they are even lower in the case of con 
tractors. No investment need be made in an inventory of raw materials. In 
the making of samples, for the maintenance of a showroom, or in advertising. 
At times, the needed capital for the establishment of a contracting shop may 
even be advanced by the jobber.7 It is said in the Industry that all that is 
needed to go into business as a contractor is a week's payroll and enough to get 
the electric wiring hooked up. Machinery and other equipment are relatively 
inexpensive, can be acquired new or second-hand on an installment plan or 
else rented.

Seasonality, always present in the apparel industry, is aggravated in con 
tracting shops. Jobbers and manufacturers have little interest in lengthening 
the working seasons since they bear no fiscal responsibility for contractors' over 
head costs.8 Seasonality is also heightened by the tendency of jobbers and manu 
facturers to encourage the opening of additional contracting shops to assure 
the presence of a surplus of bidders, a surplus of productive capacity, and a sur 
plus of a labor supply geared to meeting any rise in demand that might occur. 
Admittedly, production may be concentrated among a relatively small number 
of contractors, but a trickle of work is maintained to other contractors to keep 
them around and to exert a continued competitive pressure "to make contractors 
behave." Underemployment, always present in the apparel industry, is thus 
further aggravated in contracting shops, affecting workers' earnings and living 
standards. The contracting shops, write Robert J. Myers and Joseph W. Block, 
"are first to suffer when business falls off. Employment in them is more irregu 
lar than in any other part of the industry. The smallest shops are hard to find 
and hard to organize. Fly-by-night contractors have sometimes decamped with 
out meeting payrolls. Nonunion contract shops have offered a ready means of 
completing strike-bound work. The control of the contract shop has been one 
of the most challenging tasks the union has faced, and the policies which have 
been successful in accomplishing this task are of fundamental importance in 
the study of collective bargaining." 8

By playing one contractor against another, the "competitive pressure upon 
contractors, whose expenses were largely for wages, often led to wage^cutting, 
especially in the slack seasons." ™ When work was scarce, noted a report of the 
Governor's Commission investigating the women's coat and suit industry of New 
York, the workers were told that "in order to meet the exigencies of price com petition and to bring some work into the shop they must enter into secret ar 
rangements contrary to the minimum standards which have been agreed 
upon." u Thus by pitting one group of contractors against another, manufactur 
ers and jobbers effectively pit one group of workers against another. The focal 
point of the problem created by the existence of contracting, wrote one author 
ity, "is contained in the inability of the contractors to withstand the pressures 
brought to bear upon them, and the result has been a general disorganization of 
industrial stability through the spreading of the auction block competition be tween contractors." u

* In addition to bona-flde contractors, there are contracting shops wholly owned by manufacturers or jobbers. These are organized as distinct corporate entitles or partnerships or proprietorships with the same or somewhat different ownership makeup than the com pany that supplies them with work. "s While the jobber or manufacturer frees himself of responsibility for the employment standards found in the shops of his contractors, he tends .to treat them as his own for his own production needs, and may even rely on his own production manager or else another executive to act as the supervisor of the several contracting shops working for his account.
9 Robert J. Myers and Joseph W. Block. Men's Clothing in Harry A. Mlllis, editor, Bow Collective Bargaining Works (The Twentieth Century Fnnd, 1942), p 39110 Richard Lester, Economics of Labor (The Macmillan Co., 1942), pp. 818f.u New York State, Governor's Advisory Commission, Final Report and Recommendations May 20, 1926, p. 5.12 Sherman Trowbridge, Some Aspects of the Women's Apparel Industry (National Recov ery Administration, Division of Review, Work Materials No. 44, 1936), p. 4.
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RUNAWAYS AND PROBLEMS OF CONTROL

Low capital requirements, simple technology, ease of training of new workers 
and the outside system of production help to make the apparel industry highly 
mobile and foster an ever-present spectre of the run-away shop. Operations are 
moved from their existing locations, unless checked, either to escape higher labor 
standards or unionization of their employees. This is frequently committed in 
total secrecy. A great variety of devices are utilized to attain this aim, including 
the creation of new corporate entities complete with sets of dummy directors or 
stockholders. It is not infrequent, therefore, to face an employment decline in a 
garment establishment or company only to discover some months later that pro 
duction was secretly diverted to another factory at a different location, at times 
quite a distance away.

To counteract the burden imposed on the industry's workers by the existence 
of the outside system of production and the run-away shops, the unions sought 
by a variety of means—collective bargaining, strikes, as well as appeals to pub 
lic agencies—to check negative impacts on the welfare of the industry's workers. 
Union agreements succeeded in providing that work be divided equitably not 
only among the workers in each of the organized shops, but also among all shops, 
including the shops of contractors, working for the account of a particular manu 
facturer or jobber; work had to be limited to the organized shops actually re 
quired to meet production needs. When a manufacturer's or jobber's business 
expands requiring the addition of new capacity, the unions insisted that new 
shops, whether their own or operated by contractors should function under union 
conditions and that such additional shops do not bring about a dimunition of 
available work or in the number of workers in the other units utilized by the 
particular 0rms. Jobbers and manufacturers were also made responsible for the 
payment of wages in the shops of the contractors they employed in the case of 
defaults. The purpose of these requirements is the establishment of fair labor 
standards in the shops covered by union agreements, to create greater job security 
for workers, to provide more equitable distribution of available work among 
workers, to reduce employment fluctuations, to improve workers' earnings, to 
assure that their wages will be paid when due and to safeguard jobs by checking 
the possibility of diversion of work, and in the process to reduce the number 
of labor disputes and controversies.13

BUN-AWAYS ON THE INTERNATIONAL SCENE

The extremely competitive situation in the domestic apparel industry and its 
extreme mobility, aggravated by the existence of the outside system of produc 
tion, provide the economic background against which the impact of Item 807 has 
to be evaluated. Diversion of operations from one area to another within the 
United States remains a problem which periodically faces apparel workers and 
their unions. It acquires a new dimension when operations are diverted to 
foreign countries where wage standards and other labor conditions are substan 
tially poorer than in the United States. The ease with which apparel firms avail 
themselves of Item 807 when garments are made abroad from fabrics cut in this 
country further aggravates the problem."

When a domestic apparel manufacturer or jobber decides to take advantage 
of Item 807, he has two choices. He may establish a contracting operation in a 
foreign country which will be controlled either through outright ownership, in 
whole or in part, or through the use of dummy stockholders, American or foreign 
(to take whatever added advantage there may be under the law of a particular

Nor do such contractual provisions seek to aid any individual businessman or group of businessmen in any of their commercial objectives.
14 The applicability of Item 807 to the manufacture of apparel abroad out of fabric cut in the United States will be discussed below.
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country).15 Alternatively, he may rely on the services of a foreign contractor 
and even back him financially just as is done in the United States. 1" Frequently 
the fact that contract work is diverted abroad is concealed from a firm's workers, 
unions, and even customers, in exactly the same way and for the same reasons 
that efforts are made to conceal run-avvays to other parts of the United States. 
The attendant secrecy makes it difficult to get the facts about such operations. 
"The paucity of information," The Wall Street Journal reported, "is due partly 
to the tight-lipped policies of many companies operating on the border. 'The_less 
our competitors know, the better we feel,' snaps the president of an American 
Company now expanding its initial border operation." " After interviewing Cal- 
Pacifico of Newport Beach, Cal., a company that assists clients to relocate to 
Mexico. The Wall Street Journal concluded that "production in Mexico is negoti 
ated for anonymous U.S. clients." Cal-Pacifico's service, it appeared, "is for 
companies that would be embarrassed, for one reason or another, by disclosures 
that their products are made outside the U.S." 18 This is quite typical of run 
away situations long familiar to the ILGWU and ACWA.

LABOB COSTS

The lure provided to apparel manufacturers who seek to establish contracting 
operations abroad has, of course, many hues. In the main, there is little differ 
ence in the quality of worker performance or in output per manhour between 
the domestic and foreign apparel manufacture. Technology and managerial know- 
how are internationalized. When American management moves some of its oper 
ations abroad, it makes doubly certain that the know-how it developed in this 
country is fully communicated and utilized in its foreign operations. Besides, the 
same machine producers and management consultants operate throughout the 
world and offer similar equipment and advice. Small capital requirements make 
it relatively simple for firms everywhere to get modern equipment needed to 
attain peak productivity. Workers are just as readily trained abroad as they 
are over here. Thus, other than incidental costs, such as customs duties on value- 
added abroad, transportation and insurance, the major cost differential between 
domestic and foreign operations is reflected by the differences in the respective 
wage levels and fringe benefits.19 Table 1 on the following page provides informa 
tion for a number of countries where apparel shipments entering the United 
States under Item 807 originate.20 For all these countries, except Canada, average 
hourly earnings of apparel workers range from 8 to 26 percent of what an 
average apparel worker made in this country in 1969. For 13 of the 18 countries, 
the wage differential equaled or exceeded $2 an hour. For 3 countries (including 
the border region of Mexico), the average hourly wage in the United States was 
higher by $1.95 or $1.96. Only for two areas, the wage differential was down 
to $1.76 and $1.71 per hour. Even Canada, where wages are much higher, paid 
its apparel workers 560 less than did the United States. With worker produc 
tivity basically the same in all areas, differences in hourly earnings reflect 
comparative unit costs in the several countries.

15 For example, new companies with a majority control of Mexican nationals set tax 
advantages under the Mexican law not available to companies that are controlled by non- 
Mexicans.

10 Irrespective of the particular legal relations, foreign operations of American apparel 
firms returning their goods to this country under Item 807 are essentially contracting in 
nature, as this term is understood in the industry, and are treated as such throughout this 
study.

17 The Vail Street Journal. May 25 19G7.
18 Iliid., July 20. 1967.
10 Dollar for dollar, fringe benefit payments in the apparel industry of the United States 

are substantially higher than anywhere abroad. In manv countries of course, workers get 
no fringe benefits.

20 The existence of widespread violation of legal minimum wage standards (where such 
exist) or other wage practices (such as nonpayment or underpayment of wages to new 
employees) and lower earnings for industrial homeworkers are likely to make the estimated 
earnings of foreign apparel workers in Table 1 (except in Canada") err on the high side.
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TABLE 1.—Average hourly earnings, apparel industry, United States and foreign 
countries exporting tinder Item 807.00 TSUS, 1969

[Expressed in U.S. currency]
Average 
hourly 

Country earnings
United States—_—————_————————___—————————————— $2.31
Canada ___-___________———————___————————_———__ 1.75
Barbados _—______-_—-—________—-—_—-——————_ . 22 
British Bahamas______________—__________________—————__ . 55
British Honduras________—______________—___________———._ . 23
Colombia _____________________________-________ . 20 
Costa Rica______________________________________ . 28 
Dominican Republic————_———_—______________———_—__ . 36
French West Indies________________________________ . 35 
Guatemala ________________________________________ . 29 
Haiti ________________________________________ . 19 
Honduras ———____________________————_———-—__ . 23
Jamaica ———_____________________________—__—__ . 31
Leeward and Windward Islands—___-___———————————__ . 21 
Mexico (border region)________________________________ .35 
Netherlands Antilles_______________________________ . 21 
Panama _______________________________________ . 60
Philippine Republic___________________________________ . 23 
Salvador _________________________________________ . 29 
Trinidad and Tobago__________________________________ . 26 

NOTE : The figures do not take account of earnings of cottage workers (i.e. industrial 
homeworkers),in foreign countries. In some areas their number is significant. Homeworker 
wages are but a fraction of the earnings of factory workers in the same countries.

SOUTH OF THE CAMFOKNIA BOEDER

A sidelight on the bourgeoning apparel contracting operations in Mexico was 
provided by a September 1969 investigation by the ILGWU staff in the area 
stretching from Mexicali to Tijuana, south of the California border. Apparel 
contractors were found to mushroom all along the border. In that single sector, 
more than 2,000 apparel workers were employed on work destined for the United 
States under Item 807. Some 30 shops were "legitimate"—licensed and registered 
•with the authorities. These were known locally as Maquiladores. The larger 
shops, in most cases, were well ventilated and even air conditioned. However, 
a much larger number of shops, locally described as Ensembladares, neither 
registered nor licensed, operated virtually in a clandestine manner in odd sorts 
of locations, such as garages or little unheated store fronts. Their total number 
is not known, they do not display names or addresses and in most instances have 
no phones.

In many cases work for both types of shops is picked up by agents in the 
Los Angeles area, who in turn decide how it shall be distributed. Some of the 
Ensembladores do sub-contracting for Maquiladores. Since a number of Maquila- 
dores and most of the Ensembladores do not have pressing machines or pressing 
facilities, this work at times is either sent out to the nearest cleaning stores 
or else is done by industrial homeworkers. However, in some cases work is 
shipped to the States unpressed.

Typically, new workers are hired as learners. The hiring rate in the Maquila 
dores was supposed to be 30 pesos a day for the first 3 months and 44 pesos 
for the next three months; thereafter the workers were supposedly paid by the 
piece. The rate of 44 pesos a day in the Ensembladores was not to begin until 
after a year's employment and often In violation of law they paid nothing to 
new employees during the initial period of employment.21 Piece rates, of course, 
were set unilaterally by the employers.

21 While under Mexican law. trainees must be paid, there is nothing in the law that calls 
for the payment of a specified minimum rate (Aureliano Gonzales-Vargas, "Legin an(j 
Other Considerations in Establishing a Twin-Plant" in U.S./Mexico Border Cities At^ocia- 
tion, International Twin-Plant Seminar, Cd. Juarez, Mexico, October 5—6, 1969, p. \§\ n 
Is up to a company's manager to decide how long the training will be or what jg the 
standard for a fully-trained person who has to be paid the legal minimum (William Eeid 
"How the Twin-Plant Concept Works" in Ibid., p. 5). Studies made by Mexico's NiUjonal 
Minimum Wage Commlseslon show that legal minimum wage standards are widely 
violated (see. for example, Mexico, Comislon Nacional de los Salaries Minimos. Proportion 
ne Cumplimiento e Incumplimiento de los Salarios Minimos; its Memoria tie los Tfg^ajos 
fie 196!i y 1965: Investigaciones v Estuaios Para, la Fijaeion de 108 Salarios Minimus Pro- 
fesionales, V, pp. 170-172, 173 and 182-193; its Incumplimiento en el Pago fa los 
Salarios Minimos: Respecto al Total de Trabajadores Sujetas a DicTios Salarios).
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SUBSIDIZED TRADE

In addition to the lure of lower unit costs, domestic entrepreneurs are offered 
added enticement to transfer their contracting operations abroad by tax conces 
sions in the foreign countries on the binding commitment to export 100 percent 
of all goods processed there and sell none locally. The grant of various conces 
sions, including customs duties and other remissions, constitutes an export 
subsidy, while prohibition against the sale of goods within the country where 
processed is a newer, more modern form of non-tariff barrier. Exports so sub 
sidized make the countries where such shipments originate subject to the appli 
cation of countervailing duties under our tariff legislation. The Congress of the 
United States should request the Executive Branch to review without delay the 
various subsidies now offered by foreign nations that ship goods under Item 807 
and instruct the U.S. Bureu of Customs to take appropriate steps to impose 
countervailing duties.

Subsidization of export industry including apparel contracting operations is 
widespread. While specific provisions vary among countries, they possess many 
elements in common. Income and other taxes may be remitted in full or in part. 
Custom duties normally levied on imported goods, including those on machinery, 
equipment and building materials used in plant construction, may be waived in 
full or in part and in some nations made payable on installment. New plant con 
struction may be subsidized by low interest loans advanced by governmental or 
quasi-governmental agencies, or else plant sites or buildings and lofts are made 
available at subsidized rentals. Special credit terms may also be arranged for 
the purchase of equipment, machinery and materials, for financing inventories 
or to bolster working capital.

MEXICO'S PROGRAM

Mexico, for example, developed a comprehensive program to entice American 
firms to establish contracting operations within 20 kilometers of the U.S.-Mexican 
border.23 Although under Mexican law at least 51 percent of the capital of an 
enterprise must be Mexican, this is waived in the border region. When factories 
are set up, they can import machinery, equipment, raw materials and any com 
ponent free of duty and free of the existing import restrictions applicable to the 
rest of Mexico. These subsidies, however, are only provided if the entire output 
produced in such plants is exported, and furthermore all processing must be 
performed by Mexican nationals. Additional subsidies are available through re 
duction in railroad freight rates—25 percent for semi-manufactured goods and 
50 percent for finished goods. Federal commercial revenue tax (also known as 
mercantile tax, gross receipts tax or sales tax) which equals 1.8 percent of the 
value of exported goods, is also remitted. Companies established in the border 
region technically qualifying as having a majority of Mexican ownership (read 
ily arranged through dummy stock ownership), get additional tax concessions 
for up to 10 years, with the possibility of a 5-year extension. Under this program 
20 .to 40 percent of income tax and of the general stamp tax may be forgiven. In 
specific situations, advantageous loans may be provided by governmental finan 
cial institutions to subsidize the maintenance of inventory stockpiles or to finance 
production for export. Additional incentives are also offered by local and state 
governments including inter alia tax forgiveness of 50 to 100 percent of state 
levies for as long as 10 years and in some cases for more extended periods.

22 The original Mexico's National Frontier Program—PRONAF—was designed to reha 
bilitate towns in the border area and "to bring them more actively within the Mexican 
economy" and thus "reduce their dependence on U.S. sources of supply." Accordingly. 
"Mexican manufacturers with the help of PRONAP are pressing to orient them toward 
Mexican suppliers" (U.S. Department of Commerce, Mexico: A Market for U.S Products, 
June 1966. p. 4). Despite continuous claims to the contrary, this continues to be pursued 
In line with Mexico's national Interest. Thus, the government of Mexico provides subsidies 
to its domestic manufacturers who ship goods to the border areas. In August 1968, a 
campaign was launched in Mexico, with the backing of Minister of Commerce and Industry 
Octaviano Campos Salas, to check purchases of clothing in the United States by Mexicans 
crossing the border (Women's Wear Daily, June 5, 1968). A campaign along this line was 
undertaken by the Confederation of Chambers of Commerce of Mexico with government 
support (Ibid., September 25, 1968). These and similar activities, designed to curb pur 
chases by Mexicans crossing the border to the United States, continue (see for example 
U.S.-Mexico Commission for Border Development and Friendship, U.S. Section, Borderland 
Patterns, August 1, 1969. reporting efforts of lumber and hardware distributors to cnfb 
buying In San Diego, Cal.). There is no question that "Mexico's border industriallzati"11 
program Is aimed at penetrating the U.S. market, but there Is little reciprocity." Robert P- 
Nathan Associates, Inc.. Industrial and Kmplovment Potential of the United States-Mexico 
Border, Washington, D.C., December 1968, p. 24).
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With variations, similar practices are found in Jamaica, Trinidad and Tobago, 
Costa Eica, Philippine Republic, Salvador, Guatemala, Honduras, Netherlands 
Antilles, Dominican Republic and Haiti, to refer to but a few countries ship 
ping apparel to the United States under Item 807.

PROMOTING RUNAWAYS

The lure of low wages and various concessions constitute the underlying 
theme in promotional efforts of governmental and non-governmental bodies de 
signed to induce American apparel firms to shift some of their contracting oper 
ations abroad. Advertisements soliciting work are published in the trade press. 
Individual companies and trade associations are circularized. Some communica 
tions come directly from firms abroad. Letters are dispatched by stateside agents 
or operators of foreign plants, such as a recent one that promoted assembly of 
apparel, including beading and pearl crocheting, in the West Indies where 
"Thanks to special arrangements with the Ministries of Labor in the islands 
where our plants are located we are privileged to work at low labor costs". Some 
communications are sent out by economic missions of the foreign countries in the 
United States. Conferences are arranged to promote their areas, either under 
the auspices of educational institutions or by area development agencies. Promo 
tion of an "inexhaustible labor supply [at] 30 Cents an Hour" is even circu 
larized by stateside development agencies (this circular was sent to 709 apparel 
companies presumed to be "looking for a location outside the United States", 
in spite of the agency's own finding that 2,131 persons were seeking apparel in 
dustry jobs in its own community).

In the case of Mexico, promotion is carried on in the name of a "Twin-Plant 
Concept" which presupposes that two complementary plants will be established 
near the U.S.-Mexico border, one on each side, and operate under a single 
management. It is intended that stateside operations would be highly technical 
and capital intensive, while work in Mexico would center on labor-intensive 
operations. The rationale advanced by the "Twin-Plant" advocates has little 
meaning in the apparel industry. Even though operations related to the cutting of 
fabrics require, by and large, more skill than may be called for in subsequent 
processing, these tasks are neither highly technical nor capital intensive. By far 
the largets fraction of capital invested in the physical assets of a garment plant 
is for machinery and equipment used to sew, press and perform related 
operations.

JOB EKOSION
On the average, roughly one production worker out of every 20 handles the 

work related to the cutting of fabrics; the other 19 production workers perform 
the subsequent operations. Thus, when cut piece goods are sent to be completed 
by a contractor in Mexico instead of being done in this country, somewhat fewer 
than 19 production-worker jobs are exported for slightly more than one job that 
remains over here.23

In actual practice, despite claims made by misguided boosters this side of the 
frontier, "the success in promoting counterpart plants [in the United States] has 
been limited, and in only a few instances have important twin plants been estab 
lished," partly due to "the lack of necessity to locate counterparts on the 
border." 24 Even though a few counterpart apparel plants have been established 
in the border region, most of the cut work flowing to Mexico for completion does 
not originate in the border area but elsewhere. In the meantime it appears evi 
dent that apparel industry employment in the border counties, where over 15,000 
workers, many of them Mexican-American, made work clothing, jeans, slacks and 
children's wear, is beginning to decline.25

lme40R0]iPrt -R Nathan Associates. Inc.. SHpro-.. p. 43. This study concludes t.hnt "there are 
no bright prostieets for new investment on the U.S. side of the border" (Jliirl., p. 92). 

23 This is reflected in the 1967 and 196R data for anparel industry employment (U.S. ' ' ..
Bureau 'of 'the Census. Country Business Patterns), and is supported by the observations 
made by union personnel in the area.
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Erosion of stateside apparel Industry jobs is not confined to the border area 
near Mexico, but is visible time and agin when operations are switched abroad. 
A Whittier, Calif, knitwear plant shrunk from 400 to 200 employees when work 
was transferred to Mexicali, Mexico to thwart a union organizational drive. A 
Los Angeles firm making nurses' uniforms and smocks, in a similar situation, 
moved its plant elsewhere in the city where it employed less than 100 workers 
instead of some 200 previously employed; in explaining to its customers why 
some products were now marked "Assembled in Mexico with 100% U.S.A. 
Materials", the company argued that it was expanding its operations and that 
establishment of a Mexican plant "was inspired and developed by the United 
States Government in cooperation with Mexico to ease the shortage of trained 
operators in the U.S.A. and to give much needed employment to experienced 
Mexican operators."

Job displacement takes place even in the absence of union organizational 
activities. One unorganized Los Angeles jobber who used several unorganized 
contractors in the area to produce car coats has withdrawn work from several 
shops rendering their workers unemployed after he transferred some of his 
operations to Tijuana and Mexicali. In a similar situation, another non-union 
Los Angeles jobber forced 3 out of his 5 contractors in the area out of business 
when he removed his work to Tijuana. Similar occurrences take place in union 
ized firms as well. A recent union investigation uncovered that the reason for 
the curtailment of employment in the plants owned by an organized brassiere and 
bathing suit concern, as well as in the shops of its contractors, was brought 
about by the diversion of work to Nogales, Mexico. Diversion of work, with the 
resultant loss of employment, is not confined to Mexico although at the present 
time it is the largest recipient of cut work from the United States for subsequent 
export under Item 807. Employment was down when work was sent from upstate 
New York, New York City and New Jersey to Costa Rica, from Georgia and 
Illinois to Jamaica, from New York and Alabama to Trinidad, from New Jersey 
to the Philippines, and so on. These are but a few examples out of many that 
bespeak of layoffs and job dissappearance.

GROWTH OP ITEM 807 IMPOBTS

There is little doubt that the adoption of Item 807 in 1963 and its subsequent 
liberalization in 1965 stimulated a shift in apparel contracting to foreign coun 
tries. It thus enabled a number of domestic apparel producers to free themselves 
of the obligation to pay minimum wages and overtime premium pay required as 
a matter of public policy by the Fair Labor Standards Act. "" It also, eliminated 
the possibility of their run-away operations being organized by the ILGWU or 
ACWA. 27 The extremely rapid growth of apparel entering the United States 
under Item 807 testifies both to the speed with which advantage has been token 
of this provision and of the inherent danger to future employment prospects in 
the domestic industry.

Data on goods imported under Item 807 were compiled by the U.S. Bureau of 
the Census beginning with 1965. Statistics on the dollar volume of such apparel 
imports for consumption, valued at the point of entry into the United States and 
shown by country of origin, are presented in Table 2 on the next page. The speed 
with which the dollar volume of these imports has been rising is indeed amazing. 
This can be seen more clearly from the index showing changes in the dollar 
volume of apparel imports under Item 807 on the base of 1965=100.0.
Year: Index

1965 __-_____________ ______ __ __ _ ______ 100 0
1966 ———————————______________________ 367. 6
1967 _______________________________ _______ 705 7
1968 ————.——————_______________________ _ __ ! 387. l
1969 ———————————____________________..______ 2 , 342. 7

_ » "At least for the short run. it must be concluded that American labor policies are 
inconsistent. Minimum wage legislation and retraining and economic opportunity pro 
grams are all designed to alleviate American marginal worker unemployment and under 
employment. Yet these very programs are onestionable in effectiveness when U.S. firms 
relocate elsewhere—effectively passing over U.S. workers in favor of marginal workers in 
»*h<?r areas." 'Venjumin J - Taylor and M. E. Bond, Mexican Border Industrialization in 
MSU Business Topics. Spring 1968, r>. 44).

27 The last observation does not apply to Canada since both unions have members in that 
country.
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In the first year for which data are available, Item 807 Imports of apparel en 
tered from only 9 countries. This number, rising steadily, was up to 33 nations 
in 1969. In 1965, shipments in excess of $1,000,000 arrived from only one nation; 
in 1969, there were six.

The most rapid expansion was exhibited by Mexico, From an insignificant be 
ginning in 1965, Mexico topped the shipments of every other country both in 1968 
and 1969 by an exceedingly large margin; in 1969, it accounted for 42.5 percent of 
the total dollar volume of apparel imported under Item 807. Jamaica was the next 
largest with 15.8 percent of imports, followed by the Philippine Eepublic with 
12.9 percent, Canada with 5.8 percent, Trinidad and Tobago with 5.8 percent and 
Costa Rica with 4.4 percent. The remaining 27 nations accounted for the 12.8 
percent balance. Distribution of imports by region shows that 25.4 percent of 
total volume originated in the Caribbean countries and 9.0 percent in Central 
America. The rest of the world, exclusive of these two areas and Mexico, Philip 
pine Republic and Canada, shipped only 4.4 percent of the total.

TABLE 2.—DOLLAR VOLUME OF IMPORTS UNDER ITEM 807 TSUS, APPAREL (KNIT AND WOVEN), BY COUNTRY 
(IN VALUATION AT THE POINT OF ENTRY INTO THE UNITED STATES)

Country 1965 1966 1967 1968 1969

Germany (West). ------.-------.

Haiti...............................

Israel..............................
Italy........ .......................

United Kingdom — ... —— . — — -

J75 134
J337.301 321,765

24,670 1,080,780
................ 1,797 ..

................. 692
_. — — — ..— 4,298 -.

208,135 101,681
........ — ...... 4,323

110,917 387,839

3,962 ................
9,639 6,888

1,017,239 2,466,649

................. 27,923

................. 270,439
9,325 1,344,381

................. 181,570

—. — --- — ..-. 2,491 -
................. 81,958

9,189 305 -

$31,657
16,747

17?, 719 ..
344, 385
489,717

91,813
22,697

32,287

346
136,864
74, 629

495 345'

40, 519
4,521,671

15,342
103,134

44 034
3,977,424

805, 468

1,615
4,289 -
2,088

923 -
790, 116

J29.472 ..
127,941
560, 433
262, 427

68, 232
33,009

287,713
41,403

2,043
747

1,360 ..
278, 066
433, 274
471,895

1,705 ..

61,810
5,349,572

13 122
26, 016

155,087
10,117,931

4,311
2,428

3,357,702
774

18,655
20, 220

2,275,354

$599,022
817,602

2,360,247
526, 161
371,039

1,803,792
90, 177

312
26,752
10, 379
23,278
13,989

817,305
806, 258
324, 068

859
167, 167

6,398,810
1,351

101,898
39,319

17,235,333
5,775
3,092

98,301
5,234,993

21,209
32, 229

106,299
117,692
33, 483

2, 338, 853
10,356

Total. 1,730,377 6,360,913 12,215,829 24,002,702 40,537,850

Source: U.S. Bureau of the Census.
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TABLE 3.-DOLLAR VOLUME OF IMPORTS UNDER ITEM 807 TSUS, APPAREL (KNIT AND WOVEN), BY PRODUCT 

(IN VALUATION AT THE POINT OF ENTRY INTO THE UNITED STATES)

[MB: Men's and boys'; WGI: Women's, girls', and infants'!

Product

Coats, MB __ ..... _________ .
Coats, WGI— ...... . .....
Rainwear.... _____________ .
Suits, MB..— ... . .....
Suits, WGI. _ ........................
Dresses, WGI _ ..... _____ . .....
Shirts, not knit. MB.. _._..___.——._._
Shirts, knit, MB......... ..............
Blouses, WGI............ ............
Sweaters.. _ — .....................
Skirts, WGI...... ........ ........
Trousers, slacks and shorts, MB ____ . 
Trousers, slacks and shorts, WGI ........
Playsuits, Washsuits, sunsuits _____ .
Underwear, MB... . .....
Underwear, WGI.......................
Body supporting garments _ . __ — .. 
Pajamas and other nightwear... . _ . ...
Dressing gowns, bathrobes, beachwear _ .
Neckties, MB...... ... . .....

Handkerchiefs. ____ .....
Gloves. ...............................
Other apparel _ . ___ . .............

Total....——— ...............

1965

$1, 563

124, 688
317,642 

278 ..
9,606

14, 648
2,426

3,850

304, 161 
1,136

712 ..

324, 558

1,730,377

1966

$36,299
567
363

14,734
706, 640

71, 740

508, 268
9, 375

230, 190
9,310 

466, 328

49,871

2,292,575 
765

277, 336

11,781
1,670,902

6,360,913

1967

$421, 165
433,498
173, 464

27, 703
25, 580

1,312,226
633,727

1 604, 459
4,985

1 146, 720
1, 047, 752 
i 348, 935 

30, 801
80,945 .

4, 200, 954 
20, 441

120, 000
9,302

449

582,423
1,973,615

12, 215, 829

1968

$746, 600
835, 086
71,470
59,460

120,337
3,094,812

832, 414 
2,027

11,807,619
17,379

i 728, 988
1,260,045 

11,671,337 
194,735

376,271
5, 509, 156 

136, 780
360, 484

3, 476 ..
8, 870 ..

3, 059, 218
3, 364, 198

24, 002, 702

1969

$699,465
1,684,368

890, 713
133,057
737,054

5,619,404
756, 902 

9,974
13,041,757

23, 265
i 425, 172

1,944 104 
14,266,492 

77,930
11,773

584, 013
7, 830, 952 

182,932
338,901

5,842,624
5,398,211

40, 537, 850

> Figures adjusted for cotton products reported in sets under TSUSA 382.33.92. 
Source: U.S. Bureau of the Census.

TABLE 4.—QUANTITY OF IMPORTS UNDER ITEM 807 TSUS, APPAREL (KNIT AND WOVEN), BY
PRODUCTS

[MB: Men's and boys'; WGI: Women's, girls', and infants']

Product

Coats, MB— ... —— — —— — —— ——
Coats, WGI.- — . ——— - — — —— - ——
Rainwear. — ... —— .. — —— ._.... —— ..
Suits, MB... ....................... ..
Suits, WGI... ....... ............ ....... .
Dresses, WGI.--.- —— ...............
Shirts, not knit, MB.... ...............
Shirts, knit, MB......———.———..
Blouses, WGI.--.--..-.— ..........
Sweaters... — ——— ——— .. .. — ...
Skirts, WGI— ...... ..................
Trousers, slacks, and shorts, MB..---- _ ..
Trousers, slacks, and shorts, WGI... ....
Playsuits, washsuits, sunsuits __ ........
Underwear, MB...... _ .. ... _ —— _ ..
Underwear, WGI.................... .....
Body su pporting garments. ... —— 
Pajamas and other nightwear.... ....... 
Dressing gowns, bathrobes, beachwear.. ....
Neckties, MB— ..—.- —— .———...—

Gloves—— —,.....— ——— pairs——
Other apparel........ ——— .pounds..

1965

33

104, 172
275, 088

564 ..
4,404
3,551

948

2,400

44, 352 
276

4,080 ..

142, 162

1966

6,349
72
13

1,245
105, 038
56,712

188, 181
2,544

69, 980
5,247

464, 352

283, 248

3, 847, 248 
996 

390, 684

11,328
524,591

1967

59, 880
153, 446
31,320

812
2,715

400, 593
651,516

i 265, 327
13, 383

176,421
614, 688

1 155, 097
10, 440

443,500 ..

6, 365, 224 
12, 000 

123, 564
13,920

240

393,948
405, 785

1968

173, 242
156, 870
16,920

1,635
12,099

1,204,873
521, 028

1,500
1 1, 046, 128

12, 192
i 320, 144

893, 532
M,084,480

136,884

1,785,648
9, 718, 584 

74, 004 
308, 616

11,424 .
36,000 .

2,726,640
871,483

1969

175,200
325,617
87, 840

8,080
50,410

1, 689, 068
621,852

3,432
• 2,103,720

7,407
1 287, 844

1,376,710
12,727,992

65, 028
64,512

1,502,484
13, 155, 168 

96, 768 
123, 324

4,363,392
2 1, 353, 658

1 Figures adjusted for cotton products reported in sets under TSUSA 382.33.92.
2 Excludes products valued $361,318 for which quantity data was not reported.
Source: U.S. Bureau of the Census.
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Information on the growth in import dollar volume of the different apparel 
articles entered for consumption under Item 807 are shown in Table 3 and data 
on their quantities are shown in Table 4. Despite the variability in the case 
of a small number of items and occasional breaks, most shipments are definitely 
moving up at a high rate. Either in dollars or in quantity, imports are con 
centrated in 7 key products, with the largest 1969 dollar volume of imports 
chalked up by body-supporting garments (mostly brassieres) followed, in 
descending order, by gloves; dresses; women's and girls' trousers: slacks and 
shorts; blouses; men's and boys' trousers ; and women's and girls' coats.28 About 
b> percent of the total is accounted for by shipments (again in the descending 
order) to rainwear; men's and boys' shirts; women's and misses; suits; men's 
and boys' coats; and women's and girls' underwear.

Concentration is not limited to the type of apparel products imported under 
Item 807, but to their place of origin as well. Typically, the number of countries 
responsible for the bulk of imports of a specific article of apparel is small, not 
because of any particular advantage possessed by an an area, but mostly due 
to the early stage of development of contracting operations in foreign countries. 
Names of countries where the bulk of the dollar volume of specific articles of 
imported apparel originates are shown in the listing below with percentages for 
each country rounded to the nearest 5 percent (whenever country figures add to 
100 percent this does not preclude small shipments from other sources).

Origin of Imports of Articles of Apparel, 1969 *
Product: Countries of origin

Coats, MB_______ Mexico (80%) Canada (20%)
Coats, WG1______- Mexico (85%) Canada (15%)
Rainwear._______ Canada (95%)
Suits. WG1______ Canada (75%) Mexico (20%)
Dresses WG1______ Mexico (60%) Jamaicia (15%) Costa Rica (10%)
Shirts. MR_______. Trinidad (40%) Mexico (25%)
Blouses, WG1____- Trinidad (50%) Mexico (35%)
Skirts, WG1______ Mexico (85%)
Trousers, MB_____ Jamaica (70%) Mexico (30%)
Trousers, WG1____. Mexico (90%)
Underwear, WG1__. Barbados (50%) Mexico (35%)
Brassieres, WG1___ .Jamaica (40%) Mexico (25%) Costa Rica (15%)

Honduras (10%) Philippines (5%) 
Dressing gowns____ Mexico (80%) 
Gloves——————___. Philippines (80%) Mexico (5%) 
Other apparel____. Mexico (50%) Br. Honduras (10%) Jamaica (10%)

'Abbreviated captions are provided for the different products in this summation ; the 
more detailed designations are given in Tables 3 and 4.

VALUATION OF ITEM 807 IMPORTS

When dealing with the valuation of imported apparel under Item 807, such as 
is recorded in the statistics of imports, it is important to be cognizant that the 
valuation of such goods at their point of entry is really not the price at which 
such articles are available for sale in a foreign country, or for that matter 
anywhere else.

When contractors subject materials to subsequent processing required in the 
production of apparel, the end result is not an article they ever sell in the open 
market. The raw material of which the garment was manufactured is the prop 
erty of the work supplier, a jobber or a manufacturer. The contractor merely 
bills him for the services performed, which cover labor costs, overhead and con 
tractor's profit. In some cases, admittedly, a fictitious sales transaction does take 
place when a contratcor is billed for the material supplied to him. However, after 
he completes the work, the contractor charges the jobber or manufacturer for the 
materials he processed at cost, i.e. at the same price as it was originally billed 
to him. No money is exchanged. The entire back-and-forth transaction is nothing

28 This list does not include "Other apparel" shoivn in Table 3 despite the si'.e of that 
entry because it is made up of a number of basket TSDSA classifications which cover a 
variety of heterogeneous products ; their imports add up to about 13 percent of the total.
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but a bookkeeping entry. All the contractor collects in the course of the trans 
action is the amount due him for the services rendered without regard to the 
contribution he actually made to the market price of the finished product. Nor is 
the contractor free to dispose of the completed article in the open market, despite 
the fact that he received a bill for the subsequently processed material. On the 
other hand, when the finished garment is offered for sale by the jobber or the 
manufacturer, the price at which it is sold to a third party, i.e. in the market 
place, is substantially higher than the mere addition of the cost of material and 
of processing by contractors and others.28 The market price comprises an addi 
tional markup to take full account of the advances in value and improvements 
in condition obtained in the process of manufacture.30

The artificiality of combining the cost of material used in the manufacture of 
garments abroad with the charge made by the foreign contractor for the deter 
mination of the market price of a particular product is made all the more appar 
ent since many countries, such as Mexico, do not even allow goods processed for 
export to be sold within their boundaries. Even if they were, the market price 
would exceed the result of that sum.

It is recognized by the U.S. Customs Service that articles imported under Item 
807 do not have a "price" in the standard meaning of the word. "It has been 
our experience," reports Mr. Adolfo Loera, Assistant District Director of Cus 
toms in El Paso, Texas, "that due to the circumstances surrounding the assembly 
of goods abroad, elements of value for appraisement purposes are ordinarily 
lacking to preclude the appraisement either export or United States value." 3t 
Accordingly, to determine the value of such imports resort is made to the deter 
mination of constructive value in accordance with the provisions of Section 
402 (d) of the Tariff Act of 1930, as amended. It must also be recognized that 
the foreign shipper under Item 807 and the domestic recipients of such imports 
are not engaged in arm's length transactions—they are de facto transactions 
between related persons. It is extraordinarily difficult to establish, under those 
circumstances, what is the cost of producing the imported or similar merchan 
dise, the usual general expenses and profit on sales of such merchandise made in 
the country of exportation in the usual wholesale quantities for shipment to the 
United States packed ready for shipping to this country. The representations made to the Bureau of Customs by the shippers and the receivers of apparel may 
well fail to make full disclosures, partly out of ignorance and partly out of 
design, needed for the determination of appropriate valuation of imports at their point of entry.

In order to test whether the constructive value of imported apparel under 
Item 807 did provide a reasonable approximation of true values (assuming all 
the requirements called for in the constructive value determination were met), 
a study was made of the relationship between dutiable value and total value 
for every TSUSA number for which apparel shipments were reported from 
Mexico for at least 2 years between 1965 and 1969. Under normal circumstances, 
there exists a substantial degree of stickiness over a period of time in the ratios 
of the value added to the total value, or price, for a given article of apparel. Were the values of imported apparel products fairly determined, a substantial 
stability in such ratios for the years for which data were available would be 
anticipated. Computations reveal that this was not the case. Instability was 
quite pronounced. To portray the range of variations for each TSUSA classifica 
tion, computations were made of the percentage by which the highest ratio of 
dutiable value to total value exceeded the lowest ratio.32 The results are pre 
sented in Table 5 on the next page. Variability was below 10 percent in only 17 
percent of the cases. It ranged from 10% to 50% in 32 percent of the cases, from 
50% to 100% in 29 percent of the cases, and from 100% upwards to 621% in 29

20 The degree to which sales prices exceed the sum of contracting- and material costs can be seen from data presented in Annex Table 3.
30 The situation is identical in the ca>se of wholly-owned contracting or branch plants These are manufacturing units not oriented to sell the finished product in the open market' Their charges to the headquarters' organization on completion of their processing are noth ing more than internal bookkeeping conventions covering transactions between "related' persons".
31 Adolfo Loera, Retiirninij Products to the United States in University of Texas at El Paso, Official Transcript: Executive Conference on World Trade Featuring The TJnitrd States-Mexico Border Twin-Plant Concept, April 2,8, 1969. p. 30.
33 Whenever TSDSA classification numbers were modified without changing the defini tion of the particular classification's, shipments under the old and the revised number were- utilized for the purpose of the analysis.
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percent of the cases. The existence of high variability throws the existing proce 
dures for the determination of the constructive value of apparel Into question 
and demonstrates the need to review them. Studies are also called for to insure 
that the determined values do not understate the true market values of goods 
shipped under Item 807 and that such determinations are not limited to the sum 
of the declared values of materials sent outside the United States and the pay 
ments made to apparel contractors abroad. The need for the -investigation is not 
dependent on the possible elimination of Item 807 from the TSUS and the im 
position of full duties on all products processed abroad irrespective of whether 
or not the particular operations involve the assembly of components that are "the 
product of the United States." So long as apparel contracting is performed for 
the United States market in foreign countries, proper valuation procedures will 
remain essential.

TABLES.—VARIATIONS BETWEEN RATIOSOFDUTIABLEVALUETO TOTAL VALUE, IMPORTED ARTICLES OF APPAREL 
FROM MEXICO, REPRESENTED IN PERCENTAGES BY WHICH HIGH RATIOS EXCEED LOW RATIOS. 1965-69.

Number of TSUSA's with reported shipments 
Deviations of high over low
ratios (percent) For 2 years For 3 years For 4 years For 5 years Total

lOto 29.9....... ..............
30 to 49.9.... .................
50 to 99.9.. .... ...............
100 to 149.9.. .................
150 to 199.9...................
200 to 249.9....... ............
250 to 349.9...................

Total...................

........ 18
12

........ 6

........ 14

........ 7
....... 1
....... 1

........ 60

1 .....
7
5
3
5
3
1
3
2

30

3 ......
2 ......
8 ......
1
1 ......
3 .....
1 ......
1 ......

20

......... 19

......... 23

......... 13
25

2 Ib
......... 5

4
....... 5
......... 3

2 112

Source: U.S. Bureau of the Census, "U.S. Imports of Merchandise for Consumption Assembled Abroad in Whole or in 
Part from U.S. Components, 1A 245-A."

THE FBODUOT OF THE UNITED STATES

At the present time domestic firms are taking advantage of Item 807 because 
the imported articles of apparel processed outside the United States were pre 
sumably "assembled abroad in whole or in part of fabricated components, the 
product of the United States, which (a) were exported in condition ready for 
assembly without further fabrication, (b) have not lost their physical identity in 
such articles by change in form, shape, or otherwise, and (c) have not been 
advanced in value or improved in condition abroad except by being assembled 
and except by operations incidental to the assembly process such as cleaning, 
lubricating, and painting."

Two questions arise. The first deals with the identification of components sent 
abroad by American garment firms as "the product of the United States". The 
second deals with the applicability of Item 807 to the production of finished gar 
ments abroad out of cut materials sent there from the United States.

One thing is certain. After piece goods leave a cutting room as component 
pieces of different shapes, their place of origin is indeterminate. Whatever identi 
fication might have been found on bolts of material to show whether they were 
of United States or foreign origin before they were spread out on cutting tables is 
no longer available after cutting is completed. The fact that fabric of foreign 
origin was stretched on a cutting table in the United States, and then cut and 
bundled does not convert it into a product of the United States. For at most, the 
value of cut materials exceeds that of uncut fabric by less than 5 percent. This is 
hardly sufficient to convert piece goods originating abroad into a domestic 
product.

Neither the Tariff Act of 1930, as amended, nor the TSUS define a "product 
of the United States." The definitional problem does not arise when components 
are cut out of materials manufactured in this country. It does arise in situa 
tions similar to the ones described in the preceding paragraph when material 
produced abroad is cut within the tariff boundaries of the United States. An 
appropriate guideline for defining what constitutes a product of the United States 
is provided, however, by definitions found in the TSUS of products of Insular
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Possessions and of Canada. A product of Insular Possessions cannot contain 
foreign materials valued at more than 50% of its total value. Canadian articles 
must not contain a product of a foreign country (unless produced within the 
customs territory of the United States) valued at more than 50 percent of its 
total appraised value." Certainly, the standard cannot be less exacting in the 
case of a product of the United States than in the case of a product of Insular 
Possessions or Canada. In view of the small accretion in the value of fabrics of 
foreign origin when they are cut in the United States and shipped for further 
processing abroad, they remain articles of foreign origin. As such the re-im 
ported garments made of these materials cannot and should not qualify under 
Item SOT.

It is of course impossible to determine physically the national origin of cut 
materials sent abroad for processing. Frequent commingling of domestic and 
imported fabrics in the cutting rooms poses an additional problem. In view of 
the ease with which written requirements can be evaded, export declarations, 
affidavits and other documents originating with the party at interest cannot be 
deemed to be "the best proof of American origin." ** No proper solution to the 
problem can be found. It will, however, be moot if and when Item 807 is removed 
and other loopholes that may be found on our statute books and regulations are 
closed.

ASSEMBLY OF FABBICATED COMPONENTS AND ITEM 807

There exists a serious doubt whether Item 807 can apply to the entry of 
articles of apparel made abroad from components, i.e. cut materials, sent there 
from the United States. The language of Item 807, of course, is clear. Com 
ponents out of which the garments are to be made abroad cannot be subject to 
further fabrication except assembly. Components cannot be changed in form, 
shape or otherwise. Nor can they be advanced in value or improved in condition 
abroad except by being assembled and by operations incidental to assembly 
process such as cleaning.85 When a question arose regarding the making of 
buttonholes on a piece of material, it was resolved by a ruling that recognized 
that the particular operation did indeed improve the component and it could not 
qualify for customs purposes under Item 807. There exist, however, numerous 
operations which have to be performed on articles of apparel on their way to 
completion that violate the injunction set forth in Item 807. Yet in most instances 
it is impossible to determine to what extent individual components were sub 
jected to further fabrication, changed in form, shape or otherwise, or whether 
they were advanced in value for reasons unrelated to assembly.

There are numerous processes performed in the production of finished gar 
ments from cut materials that constitute fabrication on components, that change 
their form, shape or other properties, and advance them in value and improve 
them in condition for reasons unrelated to assembly. This is as true abroad as it 
is in the United States. The following is a partial listing of some of these 
operations, all of them performed after cut fabrics enter the process of subse 
quent manufacture :
Pinking the edge of a fabric component of a garment (i.e. making a tooth pat 

tern at the edge of the fabric), mostly near the seams, by special cutting 
devices operated either independently or attached to a sewing machine 

Cutting strips of fabric previously sewn into a tubular form to required length
to be used in the making of dress belts, belt loops, shoulder straps, etc. 

Cutting shoulder strap ribbon to required length (in process of sewing) 
Cutting off surplus fabric outside stitching delineating scallop formations 
Cutting off surplus fabric after making a tuck (i.e. a fold of fabric on a garment

part that is stitched in place)
Cutting away protruding lining at the bottom or at armhole or sleeves 
Trimming waistbands and trouser legs evenly to required dimensions

(1970). General Headnotes and Rules of Interpretation 3 (a) and 3(d) 
«The impossibility of relying on affidavits is illustrated by a solicitation sent to a 

large number of stateside apparel firms regarding the possibility of "hand-assembling 
sewing or otherwise processing components or articles" abroad. At no time did it suggest 
that such "components or articles" must be the product of the United States On the other 
hand, it assured potential clients that "Re-entry of finished product to U.S. incurs duties 
only on cost of labor applied" and that the offer included the handling of "all export and 
re-import formalities."

85 References to lubrication and painting have no application to apparel manufacture.
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Trimming bottom edges of dresses or other garments to make them straight
before making a bottom hem 

(Cutting slashes through cloth or a coat panel or a trouser part for darts or
pocket openings 

Trimming fabric edges after assembly of some components, but before other
operations, to assure better fit

Trimming pocket linings to even them up with pocket openings 
Cutting canvas undercollars and top and bottom collar facing pieces to shape

with shears and trimming collar edges 
Trimming top and bottom edges of coats with shears following templates or

previously marked chalk lines 
Trimming stiffening material to fit coat fronts, collars or lapels before sewing

them in to assure fit 
Cutting lace, i.e., cutting cloth with scissors from behind the lace after it has

been attached to the garment. 
Making visible holes in the fabric to produce decorative effect (done in the

process of sewing)
Making a picot edge on the bottom of a dress or a skirt by cutting machine-hem 

stitching in half and thus creating an edge with tiny points 
Stretching the fabric beyond its pre-sewed length in the process of sewing 
Starching garments before pressing
Pressing garment component parts or the partially or fully completed garments.30 
Creasing fabric pieces to form crease patterns in fabric, such as folding over the

edges of fabric prior to submitting the fabric to a sewing operation 
Pleating fabric pieces to form a series of creases or eruptions in the surface

contour of a fabric 
Curing garments in specialized ovens or by means of special high pressure and

high temperature pressing machines to modify the characteristics of the fabric
and to make the garment dimensionally stable, enabling it to retain original
creases, pleats, and shape through the life of the garment and otherwise not
require ironing by the ultimate user ("Permanent Press")
Numerous essential sewing operations are also performed in the process of 

garment manufacture, other than those that are involved in assembling com 
ponents, which advance the value of component parts in the process. The follow 
ing is a partial listing of some of these operations :
Stitching over two pieces of fabric previously assembled either by a permanent 

seam or by a basting seam
Closing of the sleeve (i.e. making the tube out of a single fabric component)
Closing a skirt made out of a single piece or circular-cut cloth
Sewing together strips of fabric to make shoulder strap runners, belt loops or 

dress belts by folding in the edges of a single strip of fabric and sewing them 
together to form a tube

Stitching over an edge of fabric (known as overcasting, overedging. overlook 
ing or serging) prior to seaming pieces of fabric together to prevent ravelling 
or fraying (in some cases such machines are equipped with cutting attach 
ments to trim the edge of fabric before the sewing is done)

Sewing tucks (i.e. folds of fabric stitched in place to shape or shorten garments, 
to hold fullness or as a decoration) on single fabric components

Bartacking or tacking (i.e. reinforcing openings or junctions in cloth such as 
occurs at pockets, belt loops, fly openings, and ends of seams by sewing a 
series of short, close stitches across the point to be reinforced)

Top stitching (i.e. applying a stitch from the right side on both sides of the 
seam line after the two fabric components are already assembled, seams are 
pressed open and their raw edges pinked or overcast)

Smocking (i.e. gathering the cloth component in regular folds to form honey 
combed or diamond patterns)

Shirring (i.e. gathering the cloth component into a series of small pleats or 
tucks that are thereafter stitched in place to produce a ruffled effect)

M "Pressing is any moulding process which varies the fabric's geometric structure or 
characteristics by applying mechanical pressure (solid or air) to the fabric'' (Jacob 
Sollnser, Apparel Manufacturing Analysis, New York, Textile Book Publishers, Inc., 1061 
p. 39G).
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Making darts (i.e. a shaped tuck designed to help fit the garment to figure atthe underarm, shoulder, waistline, etc. by stitching together two lines on afabric component which converge to a point; extra material may be cut away)
Pinching (i.e. making an individual miniature pleat in the line of sewing)Ruffling (i.e. making a sewing line whose stitches hold a series of miniature

fabric side pleats)
Making of trouser cuffs by folding and tacking the fabric edges in place Hemming (i.e. folding the edge of material on the bottom of the garment, turning the raw edge under, then making a second turn to conceal the first, and 

stitching it in place). Hems may be flat or rolled
Hemstitching (i.e. making a decorative finish by pulling out a number of parallel threads at the op of a hem, catching up an even number of the re maining threads, drawing the threat around them and securing them by a 

stitch in the edge of the hem turn) 
Fagotting by drawing a thread out of the fabric (as in hemstitching) andcatching the remaining threads together by interlacing the threads Embroidering or making monograms by hand or machine on component parts There are a number of other operations that are also found in garment manu facture which do not involve the assembly of garments but which in the process enhance the value of the component parts for reasons unrelated to assembly. 
Among such operations will be found:
Turning assembled parts, such as collars, cuffs, belts and neckties, right-side- out to prepare them for subsequent operations by the use of appropriate tools 

or equipment
Marking button locations in the sewing room with or without templates
Riveting of finished seams (mostly on work clothing)
Pulling basting
Pairing or matching cut out or assembled garment parts by color, type of fabric, or size, prior to subsequent processing

It can thus be seen that the process of making an article of apparel out of pre-cut components is not limited to assembling two or more components, but that it is much more complex. As components move to completion, numerous transformations occur which change the value of components for reasons un related to assembly, change their form and shape, and subject them to fabrica tion other than assembly. These varied operations are an inherent part of apparel manufacturing just as the operations involving assembly of components. Thus the entry of articles of apparel presently taking advantage of customs duties under Item 807 does not seem justified under the law. The importer is not in a position to prove what component parts were in deed modified in the process of manufacture abroad. Neither is the exporter. Except declarations, affidavits and other documents presented by parties at interest are not "the best proof" be cause of the likelihood that every component part of a garment was affected by factors, other than assembly, that made it ineligible for entry under Item 807.
IN CONCLUSION

There is little doubt that the promulgation of Item 807 served as a catalyst to run-away apparel production abroad. In addition to the stimulus of lower customs duties under Item 807, a spur was also provided by the subsidies offered by foreign governments and extremely low wages, a small fraction of those in this country. As a result, the dollar volume of Item 807 apparel imports (valued at the point of entry) rose by a stupendous 2,243 percent in a short span of five years (considering the deficiencies in valuation, the actual rise may even have been greater). This is shocking, particularly since it comes on top of the already excessive expansion in the level of other apparel imports.
In a highly compelitive industry such as apparel, increased imports provide an impetus for more domestic firms to run away to foreign countries and, in the process, curtail or discontinue production in this country. This bodes ill for the industry's workers in the form of greater unemployment, an erosion of job opportunities for which they were suited and little likelihood of alternative work.
Where foreign governments offer subsidies to induce firms to produce apparel in their countries for export to the United States, countervailing duties must be imposed as already called for by our existing law.
The apparent deficiencies in the valuation of apparel imported under Item 807 call for a thorough review of existing procedures to assure a sound deter-

46-127—fO—P*. 11——15
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ruination of the true market value of such products for customs duty purposes. 
This must be done, irrespective of whether duty is assessed under Item 807 or 
on the full value of the imported article, whenever transactions are between 
"related persons" as is the case of work done abroad by contractors or by branch 
plants of domestic firms.

So long as Item 807 is still on tlie books, the present practices regarding entry 
of articles of apparel produced abroad from materials cut in the United States 
require a total reconsideration. There is no justification for allowing garments 
made abroad of foreign-made goods cut in the United States to enter this country 
under Item 807. Moreover, the likelihood is overwhelming that no article of 
apparel produced abroad out of materials cut in this country (regardless of the 
origin of material used), once the issues in question are re-examined, would 
qualify for entry under Item 807 due to the fact that all its component parts are 
affected by factors, other than assembly, that make them ineligible.

The interest of the United States would be best served if Item 807 were re 
moved from our books together with other loopholes, if any, that permit the entry 
of goods on payment of partial customs duties. We therefore support the passage 
of H.E. 14188 by the Congress of the United States.

ANNEX TABLE 1
Branches of the apparel (knit and woven) industry, 6j/ standard, industrial 

classification code number
sic Branch of Industry: Code

Knit outerwear mills_——_——————————__————————————— 2253 
Knit underwear mills——————————————_————————————— 2254 
Knitting mills, not elsewhere classified————__———————————— 2259 
Men's, youths', and boys' suits, coats and overcoats__________ 2311 
Men's, youths', and boys' shirts (except work shirts), collars and

nightwear __-____—_____—-—_——___________ 2321 
Men's, youths', and boys' underwear——————_———______^_——— 2322
Men's, youths', and boys' neckwear—————_———_____——___ 2323
Men's, youths', and boys' separate trousers-_—____________ 2327 
Men's and boys' work clothing-_______________________ 2328
Men's, youths', and boys' clothing, not elsewhere classified______ 2329 
Women's, misses' and juniors' blouses, waists, and shirts_______ 2331 
Women's, misses' and juniors' dresses—__________________ 2335
Women's, misses' and juniors' suits, skirts, and coats, except fur coats 

and raincoats——__—__——____________________ 2337
Women's, misses' and juniors' outerwear, not elsewhere classified__ 2339 
Women's, misses', children's, and infants' underwear and nightwear__ 2341 
Corsets and allied garments—_______________________ 2342
Girls', children's, and infants' dresses, blouses, waists, and shirts__ 2361 
Girls', children's, and infants' coats and suits______________ 2363 
Girls', children's, and infants' outerwear, not elsewhere classified__ 2369 
Dress and work gloves, except knit and all leather___________ 2381 
Kobes and dressing gowns————__——__________________ 2384
Baincoats and other waterproof outer garments____________ 2385 
Leather and sheep lined clothing.____________________ 2386 
Apparel belts-——_______——____________________ 2387
Apparel, not elsewhere classified-_____________________ 2389 
Pleating, decorative and novelty stitching, and tucking for the trade- 2395 
Apparel finding and related products (except for automobile and fur 

niture trimmings, and hat and cap materials) ____________ 2396 
Schiffli machine embroideries________________________ 2397
Fabricated rubber products, not elsewhere classified (insofar as it 

includes vulcanized rubber clothing)_____—————_____ 3069
Miscellaneous plastic products (insofar as it includes plastic cloth 

ing) ——————————————_____——————————————————__._ 3079 
Leather dresss, semidress, and work gloves—__———___________ 3151 
Orthopedic, prosthetic, and surgical appliances and supplies (insofar

as it includes surgical corsets, belts, trusses, and similar articles)— 5842 
Feathers, plumes, and artificial flowers (insofar as it includes arti 

ficial flowers) ———————______————_———_—_—————— ^962
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ANNEX TABLE 2 
RELEVANT ITEMS OP APPAREL (KNIT AND WOVEN) IN THE TARIFF SCHEDULES OF

THE UNITED STATES

TSUSA 353.50 (part)
TSUSA 370.04 through TSUSA 370.20
TSUSA 370.48 through TSUSA 370.68
TSUSA 370.76 through TSUSA 370.84.20
TSUSA 370.88.20
TSUSA 370.92
TSUSA 372.04 through TSUSA 372.15.40
TSUSA 372.20 through TSUSA 372.60.20
TSUSA 372.65.20
TSUSA 372.70
TSUSA 372.75.20

TSUSA 372.80 through TSUSA 373.30
TSUSA 376.04 through TSUSA 382.87
TSUSA 704.05 through TSUSA 705.90
TSUSA 709.57 (part)
TSUSA 748.12
TSUSA 748.20 through TSUSA 748.21
TSUSA 772.30
TSUSA 772.42 (part)
TSUSA 791.60
TSUSA 791.70 through TSUSA 791.75

ANNEX TABLE 3
MARKUPS TAKEN ON TOP OF MATERIAL AND CONTRACTING COSTS TO OBTAIN

MARKET PRICES
The extent to which market prices exceed the sum of material costs and those 

of contracting can be gleaned from the data in the Census of Manufactures 
showing detailed breakdown of costs for jobbers in the different branches of the 
apparel industry. In view of the fact that articles of apparel entering under Item 
807 were produced out of materials cut in the United States, in making the cal 
culations shown below the full wage expenditures of jobbers were added to the 
cost of materials, containers and supplies, thus exaggerating materially the 
labor costs involved in preparation of cut materials and in turn understating 
the amount of markup shown below.

[In thousands of dollars]

Branch of industry

Work clothing, MB.......--.-....---.........

Coats and suits, Gl _ ____ — _ ___ _ .

Cost of 
materials, 

wages, and 
contracting i

.............. $402,913
............. 291,526

9,210
............. 213,995
............. 212,268
.............. 70,605
.............. 232,258
.............. 869,560
.............. 620,095
.............. 231,354
.............. 181,978
.............. 35,839
.............. 112,834
.............. 48,899
.............. 139,151
.............. 7,164
.............. 67,624
.............. 43,181
............ 5,072

Value of 
shipments

$513, 591
352, 199

13, 889
258, 733
271,781

86, 240
297, 691

1,156,772
786, 096
311,224
221, 493
45,216

142, 788
62, 149

180, 574
9,170

85, 141
56, 888
8,703

Percent of 
markup 
on costs

27.
20.8
50.8
20.9
28.0
22.1
28.2
33.0
26.8
34.5
21.7
26.2
26.5
27.1
29.8
28.0
25.9
31.7
71.6

1 These jobbers' disbursements are for materials, containers, and supplies; wages of his production workers; and amounts 
paid to contractors.

Notes: MB, men's and boys'; WGI, women's, girls' and infants'; W, women's, misses' and juniors'; and Gl, girls' and 
infants'(children's).

Source: U.S. Bureau of the Census, "Census of Manufacturers, 1963."

STATEMENT OF JOHN S. VOORHEES, COUNSEL, BUSINESS EQUIPMENT 
MANUFACTURERS ASSOCIATION

For the reasons set forward in this statement, the Business Equipment Manu 
facturers Association opposes H.R. 14188, a bill to amend the Tariff Schedules of 
the United States to repeal the special tariff treatment accorded to articles as-
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sembled abroad with components produced in the United States. (TSUS litem 
807.00)

As your Committee is aware, on August 18, 1969, President Nixon asked the 
U.S. Tariff Commission to initiate an investigation into the economic factors af 
fecting the use of- Item 807.00 of the Tariff Schedules and to file a report with 
respect to its continuation. Pursuant to that request, the Commission has held 
extensive hearings and compiled voluminous data concerning utilization of TSUS 
Item 807.00 by U.S. industry. Testimony has been heard from both its advocates 
and opponents.

The expense associated with compliance with the Commission's request for 
data, both in time and money, may be unprecedented.

Hearings are now complete, and the Commission and its staff are currently 
engaged in the evaluation of massive data for purposes of complying with the 
President's request for a final report by August 31,1970.

Numerous U.S. manufacturers of business equipment have filed with the Com 
mission extensive data on their use of TSUS Item 807.00 on an individual com 
pany basis. A number have submitted statements to the Tariff Commission, as 
has the Business Equipment Manufacturers Association.

As a consequence of the analysis of Item 807.00 usage precipitated by the Com 
mission's investigation, we have concluded that it is in the best interests of the 
business equipment industry, its employees, and U.S. trade objectives as a whole 
that this provision be retained. We have urged such a position before the U.S. 
Tariff Commission and feel that careful analysis of the relevant factors will lead 
to such a recommendation by the Commission.

We have concluded that such duty treatment as is provided by Item 807.00 for 
U.S. manufactured components assembled abroad enables American manufac 
turers to compete more effectively in U.S. and foreign markets and thereby con 
tributes favorably to increased U.S. production, employment, and trade balances.

For the reasons stated herein, we strongly urge that the committee reject H.R. 
14188, or any other legislative proposal which may be put forth to repeal Item 
807.00 of the Tariff Schedules of the United States.

In the alternative, we propose that the Committee at least defer action on 
H.R. 14188 pending completion by the Tariff Commission of its current in-depth 
proceeding regarding this same issue. The complex economic facts which the 
Commission is now gathering, and on which its recommendation to the Presi 
dent will be based, should not be by-passed in favor of precipitous action by the 
Congress.
The Provisions of the Tariff Schedules

Item 807.00 of the TSUS, one of several special classification provisions relat 
ing to articles exported and returned to the United States, provides for a partial 
exemption from duty for

"Articles assembled abroad in whole or in part of fabricated components, the 
product of the United States, where (a) were exported in condition ready for 
assembly without further fabrication, (b) have not lost their physical identity 
in such articles by change in form, shape, or otherwise, and (e) have not been 
advanced in value or improved in condition abroad except by being assembled 
and except by operations incidential to the assembly process such as cleaning, 
lubricating, and painting."

The rate of duty on such products is a duty upon the full value of the imported 
articles, less cost or value of such products of the United States.
Historical Treatment of Such Transactions

The historical basis for the type of duty treatment now codified in Item 
807.00 is a product of the judicial and administrative interpretations of para 
graph 1615(a) of the Tariff Act of 1930. Its current application is based iipon 
testimony and other historical material prepared and submitted to Congress by 
the Tariff Commission pursuant to the Customs Simplification Act of 1954.

In 1954, the Customs Court,1 in a decision involving the installation of an 
American-built motor in a Canadian-built boat, held that the American compo 
nents were exempt from tariff levey because they did not advance the value of 
the motor of improve its condition and because identity of the American good 
was not lost by reason of the combination. This decision overruled an Admin-

1 O. J. Tower & Sons v. United. States, Cust. Ct. 14, C.D. 1628.
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istrative ruling by the Deputy Commissioner of Customs dated April 13, 1949, 
which had reversed practices in effect until that time.

Applying the above decision, the Customs Bureau allowed duty-free 3 entry 
of American-made components assembled into foreign articles under the theory 
of "constructive segregation," (i.e., where components are capable of being iden 
tified and removed without injury to themselves or the articles into which they 
have been assembled). This test, and that which related to component advance 
ment or improvement noted above, was considered arbitrary and unrealistic 
by the U.S. Tariff Commission. Consequently, in its codification of treatment 
afforded to U.S. components exported for assembly and return (now referred to 
as TSUS Item 807.00), the Commission expressed its view to Congress that the 
real issue in such cases is the matter of proof to be required that an American 
part has been assembled into the Imported article and that it has been assembled 
therein without having changed its condition.

Item 807.00 is not now based upon the theory of the absence of advancement 
or improvement. On the contrary, the present assumption is that there has been 
such, but allowable advancement or improvement is limited to "that which is 
brought about solely by the act of assembly." The "constructive segregation" or 
"removal without injury" concepts have been replaced by appropriate require 
ments for proof by the manufacturer of compliance with the provision itself.

In providing for assessment of duty on the basis of foreign value added, in 
the case of articles assembled abroad in whole or in part of products of the 
United States (Item 807.00), and the similar treatment accorded the processing 
of metals (Item 806.30), Congress has not singled out particular products for 
preferential treatment. On the contrary, concept applied is not at all unique.

For example, Item 800.00 provides for duty-free entry for Products of the 
United States when returned after having been exported, without having been 
advanced in value or improved in condition by any process of manufacture or 
other means while abroad.

Similarly, Item 801.00 provides for duty-free entry of the following category 
of articles: "Articles, previously imported, with respect to which the duty was 
paid upon such previous importation, if (1) reimported, without having been 
advanced in value or improved in condition by any process of manufacture or 
other means while abroad, after having been exported under lease to a foreign 
manufacturer, and (2) reimported by or for the account of the person who im 
ported it into, and exported it from, the United States."

Scientific and educational exhibitions, as well as public exhibitions and those 
associated with circuses and menageries, are given duty-free treatment under 
TSUS Items 802.10, 802.20, and 802.30 as "articles returned after having been 
exported for nse temporarily abroad."

Photographic films and dry plates manufactured in the United States (except 
motion picture film to be used for commercial purposes) and exposed abroad are 
accorded duty-free treatment under provisions of Item 805.00.

Item 806.10 provides for a duty upon the "change in condition" with respect 
to books returned to the United States after having been -exported to be advanced 
in value or improved in condition by any process of manufacture or other means. 
Likewise, under the terms of Item 806.20, articles exported for repairs or altera 
tions are subject to a duty upon return based upon "value of repairs or 
alterations."

Substantial containers and holders, if products of the United States, are ad 
mitted duty-free upon return to this country.

Policy considerations inherent in each of these situations, and those involved 
in Items 806.30 and 807.00. were reflected in the statement of Congressional intent 
which was clearly enunciated by the Court of Customs Appeals in the case of 
Deniko v. United States (5 Ct. Cust. Appls. 364, T.TX 34553), wherein it was 
expressed: "Having in mind the purpose of Congress to favor goods the growth, 
produce, or manufacture of the United States, we think that merchandise im 
ported into the country made up in part of American goods entitled to free entry 
and in part of goods not entitled to free entry should not be assessed for duty as 
entireties if the components of the importation are in fact distinct articles "and 
so distinguished one from the other, that their several dutiable quantities, weights, 
measures, or values may be correctly ascertained."

2 The expression "duty-free" in connection with such transactions is potentially mis leading. In fact, goods and services of foreign origin are subject to full duty as are profits and overhead related thereto.
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THE BUSINESS EQUIPMENT INDUSTRY

Business Equipment Manufacturers Association
The Business Equipment Manufacturers Association is the trade association 

representing American computer and office machines and equipment 
manufacturers.

Manufacturers of business equipment and related products have made sub 
stantial use of Item 807.00 and have made significant investments in time and 
capital in off-shore assembly facilities and operations in anticipation of the con 
tinuing opportunity to utilize this provision of the Tariff Schedules.8
Industry Products

The 70-plus companies which comprise current BEMA membership' include 
major computer, office machine, and office furniture manufacturers. While prod 
uct lines of those member companies vary widely, the following are intended to 
be illustrative: typewriters, bookkeeping machines, accounting machines, adding 
machines, calculating machines, electronic computers, addressing machines, dup 
licating machines, cash registers, dictating machines, check-writing machines, 
postage meters, folding machines, inserting machines, collating machines, office 
type staplers, office copying machines, keypunch machines, computer input and 
output devices, computer storage devices, computer communication devices, opti 
cal character readers, key data recorders, visual display devices, disc packs and 
drives, computer memories, remote terminals, data transmission equipment, and 
office furniture including desks, chairs, files and visual equipment.
Sales

The contribution to the U.S. economy made by the companies comprising the 
business equipment industry has been, and will continue to be, significant Statis 
tical data with respect to the size and growth of the business equipment indus 
try can convey only an incomplete picture, but is illustrative of the part this 
industry plays in the American way of life.

For example, values of business machines which in 1960 had been $0.8 billion a 
had risen by 1969 to $10.9 billion. In 1970, these figures are expected to reach 
$12.3 billion!"

From 1970 through 1969, expansion of industry shipments averaged 17 percent 
a year.
Exports mid Trade Balances

Exports of business machines over the years have been significant both in 
terms of their absolute value and of their contribution to our national objective 
of surplus trade balances.

Total value of exports of business equipment in 1969 exceeded $1.1 billion, an 
increase over the figure for the previous year of 37 per cent. In five years exports 
of business machines have more than doubled, as is evidenced by the following 
table:

U.S. exports of business mlachines .
[In millions of dollars]

1965 ___________________________-_—————______— $479.9
1966 ________________________________————____—— 558. 3
1967 _______________________________———————————— 783. 5
1968 _______________________________——————————— 835. 0
1969 _________________________________—————————- 1,100. 0

Exports of computers have risen nearly fourfold since 1964, when $217.9 mil 
lion in such equipment was shipped abroad. In 1969, value of such shipments 
was $728 million.

Bookkeeping and accounting machines have for several years been the second 
leading category of business machines exports, representing 10 per cent of the

» Unless otherwise stated, the statistical data included in this statement is conflhed to 
computers and office machines, which represent the principal use of Item 807.00 by BEMA 
member companies.

4 See Appendix for list of members of BEMA.
s Patterns of Industrial Growth Shipments of Office, Computing, and Accounting 

Machines. 1958-1967, Issued April 1969, BDSA—U.S. Department of Commerce.
6 U.S. Industrial Outlook 1970, BDSA—U.S. Department of Commerce. These totals do 

not include the dollar value of much computer peripheral equipment.
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total In 1969. By 1969, Talue of such shipments exceeded $119 million as com 
pared with $87 million in 1967 and $42.6 million in 1964.

Photocopying equipment and statistical machines each accounted for $58 mil 
lion in exports during 1969, or 5 per cent of the export total.
Surplus Trade Balances

As significant as the level of export sales of the products of this industry are, 
their contributions to our national policy objective of a favorable balance of 
trade is of equal consequence.

The principal contributors of this industry to that favorable trade balance are 
computers, bookkeeping and accounting machines, statistical machines, photo 
copying equipment, and typewriters.

In 1965, for example, exports of business machines ($479.9 million) exceeded 
imports by over $336 million; in 1966, that surplus was $367.5 million; in 1967, 
exports of $783.5 million represented a trade surplus of nearly $559 million.

By 1968 exports had risen to $835 million, yielding a surplus of $576 million.
Finally, last year, exports of business machines provided the U.S. economy 

with a plus factor in the trade balance of $725 million, when exports exceeded 
$1.1 billion, a new record.
Imports

Notwithstanding these favorable trade balances, we have witnessed in recent 
years a substantial increase in imports of business equipment consisting pri 
marily of less sophisticated product lines.

For example, imports of calculating machines, which represented 29 per cent 
of total imports of business machines in both 1968 and 1969, led the list in both 
years. Typewriters and parts were second, with 19 per cent in 1969 and 26 per 
cent in 1968. The remaining products comprising the list of principal imports 
of business equipment are adding machines, office copying machines, data proc 
essing machines, and parts for all office machines.
Employment and Income in National Perspective

From 1960 to 1968, the total number of employees in the office machine, equip 
ment, and computing industry increased 67 percent, while the employment in all 
manufacturing operations increased by only 18 percent.7

In that same time period, the number of production workers in the office ma 
chine, equipment, and computing Industry increased by 40 percent, while the 
number of production workers in all manufacturing increased by only 15 percent.'

Earnings of production workers in the office and computing industry have been 
historically attractive. For example, weekly earnings in this industry in 1968 
were $137.45 compared to $122.51 for all manufacturing. Average hourly earn 
ings of production workers showed a similar pattern in 1968, begin $3.32 
for this industry as compared with $3.01 for all manufacturing.8

Further illustrating the favorable employment pattern of the office machine 
and computing industry are comparative data on the three industry divisions, 
separately, with all manufacturing operations. Because government statistics 
l>y divisions are comparable only for the years 1964 through 1967, this period 
is used for this purpose.10
Total Number of Employees by Industry Divisions

While the total number of employees engaged in manufacturing increased 
by only 12 percent from 1964 to 1967, the total number for computing machines 
increased 40 percent, for typewriters 41 percent, and for other office machines 
25 percent. For the office and computing machines industry, as a whole, the total 
number increased 38 percent compared to the 12 percent for all manufacturing.11
Total Payroll 6j/ Industry Divisions

Total payroll increased only 24 percent for all manufacturing employees from 
1964 to 1967. This is to be contrasted with comparative figures for computing

'Employment and Earnings, 1969 Revision, U.S. Department of Labor (unpublished). 8 Ibid. 
• IMd.
10 Because products classifications of the InHustry Divisions are revised from time to time, only the nerl"d 1964—1967 can be used for these comparisons.
11 Industry Profiles 1958-1967, U.S. Department of Commerce, Business and Defense Services Administration.
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machines, where the increase was 51 percent, for typewriters 51 percent, and for 
other office machines 34 percent. In the office and computing machines industry 
as a whole, the increase was 49 percent as compared to 24 percent for all 
manufacturing.12
Number of Production Workers

For all manufacturing, the increase in number of production workers from 
1964 to 1967 was only 13 per cent; for computing machines, it was 36 per cent; 
for typewriters, 42 per cent; and for other office machines, 21 per cent. For the 
office and computing machines industry as a whole, the increase was 35 per cent 
as compared to 13 per cent for all manufacturing.13
Total Wages of Production Workers

For all manufacturing, total wages of production workers increased only 23 
per cent from 1964 to 1967; for computing machines, they increased 44 per cent; 
for typewriters, they increased 58 per cent; and for other office machines, they 
increased 29 per cent. For the office and computing machines industry as a whole, 
the increase was 44 per cent as compared to 23 per cent for all manufacturing.14

BASIS FOR UTILIZATION OF ITEM 807.00 GENERALLY

The Need to Compete Effectively
The business equipment industry's remarkable growth pattern, its export 

levels, contributions to favorable trade balances, employment levels, and the at 
tractive income opportunities it affords are a direct product of its ability to 
compete in the world market. The ability of the U.S. segment of this industry 
to continue this upward course depends upon the flexibility it is afforded in 
meeting challenges from its foreign counterparts.

Business equipment manufacturers face constant and increasing pressure from 
abroad to reduce costs to perpetuate initial competitive advantages which 
have generally resulted from initiative in new product development in this 
country. Experience has shown, however, particularly with respect to less 
sophisticated equipment, that foreign manufacturers are steadily increasing their 
share of the world market. Typewriters are an excellent case in point.

As a consequence, unless U.S. manufacturers are to abandon the fruits from 
production of their invention and engage only in the exercise of research, they 
must find ways to compete effectively for domestic and foreign sales of prod 
ucts—subsequent to the time when the technology of a new product has become 
available to the rest of the trading world.

In some cases, use of foreign-based assembly operations for American manu 
factured components have proven a key element in enabling the U.S. manufac 
turer to compete effectively against the foreign manufacturer in the U.S. market 
find in foreign markets. That is what Item 807.00 is all about—and that is the 
basis for opposition of business equipment manufacturers to its repeal.

PRINCIPAL IMPETUS TO ITEM 807.00 TYPE OPERATIONS

Members of the Business Equipment Manufacturers Association, as manufac 
turers of a wide range of products, are subjected to a variety of competitive 
conditions. As a consequence, they utilize Item 807.00 for a number of reasons, 
all of which are directed at the improvement of their competitive position with 
respect to foreign competition within the United States as well as in foreign 
markets. These reasons include, but are not limited to the following:

(1) The incentives provided by the U.S. government and foreign governments 
to encourage U.S. investment of capital and know-how in foreign countries. These 
incentives include tariff considerations themselves, special tax considerations, 
and others specifically designed to encourage such business decisions.

(2) Competitive pressure from foreign manufacturers generally and manufac 
turers, both U.S. and foreign, who are utilizing off-shore assembly operations to 
improve their own competitive positions.

.
3 T mlnstry Profiles 1058-1007. U.S. Dep'artment of Commerce, Business and 
v'"^ Administration. 
nifl.
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(3) Availability of a large labor pool at wage rates such as to enable U.S. 

manufacturers to secure product cost reductions, and thus free U.S. workers to 
perform more highly skilled operations.

(4) Use of multiple plants in particular operations, thus yielding greater 
production flexibility. Conditions which encourage use of U.S. manufactured 
components plus additional U.S. processing subsequent to importation of assem 
bled articles lead to better product harmonization than is possible in the case 
where foreign-made parts or more extensive foreign operations are involved.

(5) Use of Item 807.00 concepts enabling manufacturers to exercise greater 
production and quality control than would alternative methods of production, 
particularly those which would involve an increase in the use of foreign com 
ponents in the ultimate product.

(6) Use of foreign assembly operations, thus reducing the unit cost of produc 
tion, which, when coupled with duty savings available as a result of Item 807.00, 
increases the U.S. manufacturers' competitive position and results in reduced 
costs to the consumer.

(7) Use of off-shore facilities as part of a production process, thus increasing 
sales in the host country, both directly from plant, and re-exports of fully assem 
bled equipment from the United States.

Improvement of the competitive position of U.S. companies utilizing off-shore 
production facilities and Item 807.00 results in the enhancement of employment 
opportunities for U.S. workers, and facilitates the granting of wage and benefit 
increases consistent with their increased productivity.

Furthermore, by increasing the ability of U.S. manufacturers to compete in 
foreign markets and to compete against foreign imports in U.S. markets, and 
by counteracting the tendency, in many product lines, of complete substitution 
of foreign-manufactured assemblies for assembly processes currently carried out 
under Item 807.00, the program results in a positive contribution to the U.S. 
balance of payments.

Participation by U.S. firms in elevation of productive capabilities of develop 
ing nations contributes significantly to this nation's overall trade and foreign 
policy.

In summary, adoption of legislation such as H.R. 14188 and repeal of Item 
807.00 would have a significant adverse impact upon U.S. industry as a whole 
and upon American workers, the business equipment industry in particular, the 
U.S. balance of payments position, and U.S. foreign trade policy generally.

ILLUSTRATIVE USES OF ITEM 807.00

U.S. business equipment manufacturers utilize Item 807.00 in connection with 
the assembly of a wide variety of products, most of which are subsequently 
made component parts of more sophisticated equipment by application of U.S. 
labor and technology. The host countries of such off-shore production facilities 
span the globe, and include such countries as Mexico, Korea, Taiwan, Canada, 
England, Italy, Brazil, and Hong Kong.

Among the products assembled abroad and thereafter imported under this 
Tariff Schedule are storage plane assemblies, coils, disc packs, logic card assem 
blies, digital computer card assemblies, memory stacks, cores, transformers, and 
other products.

The following are intended only to be illustrative of the types of U.S. compo 
nents involved and the nature of foreign assembly processes applied thereto:

U.S. manufactured cores, frames and boards for storage plane assemblies are 
wired, soldered, assembled, inspected, and tested by foreign workers. Upon re 
turn to the U.S., the storage plane assembly becomes a component of a computer.

Cores, plane sub-assemblies, diode modules, connectors and eyelets are shipped 
abroad, where mats are soldered and wired, inspected, and tested, and are later 
used, upon return to the U.S., as parts of computer storage modules.

Logic cards are assembled abroad from U.S. manufactured boards, transistors, 
component connectors, wires and blocks for subsequent installation by U.S. 
workers in various types of electrical equipment.

U.S. manufactured printed circuit cards, transistors, resistors, capacitors, and 
other components are assembled into printed circuit boards which, following 
further processing in the United States, become part of end item computer 
peripheral equipment.

Memory stacks are assembled from ferrite cores, printed circuit boards, and 
wired and returned to the United States for further assembly and testing.
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Wire, coil winding forma laminations, mounting brackets, lead wire, and 

insulating material is exported for assembly into transformers. These assemblies 
are subsequently further specially processed in the U.S. to consumer specifica 
tions.
THE EFFECT OF ITEM 807.00 OPERATIONS TJPON COMPETITIVE CAPABIIJTT AND U.S.

WAGE EARNERS

To Need To Remain Competitive and Its Impact Upon American Workers
The principal competitive benefit presently associated with products subject to 

off-shore assembly and Item 807.00 duty treatment is to enable the U.S. manu 
facturer of the completed unit of business equipment to compete in the world 
market against foreign manufacturers whose costs of production are almost 
universally lower, particularly with respect to those products which are labor 
intensive. Where U.S. components which have been subjected to off-shore assem 
bly are eventually sold in the U.S. market (in themselves or as components of 
more complex end products), they are generally found to be competing against 
products of wholly foreign origin rather than those of U.S. manufacture.

Opponents of Item 807.00 and similar provisions claim, without substantiation, 
that the availability of encouragements to export for assembly and return 
deprives American workers of actual jobs and potential employment. The facts 
simply do not bear out these claims.

We have previously described the present and historic employment patterns 
characterizing the business equipment industry. Total employment of all types 
and employment levels for production workers are at record highs. Given the 
opportunity for flexibility in production such as that currently afforded by 
Item 807.00, the U.S. industry will continue to be competitive and provide an 
increasing opportunity for the American worker.

Business equipment manufacturers engaging in off-shore assembly operations 
are experiencing total U.S. employment increases almost without exception.

Turning specifically to those U.S. plants directly associated with Item 807.00 
operations, as a result either of component production for export, production of 
assembled components identical to those imported, or further processing of im 
ported assemblies, the general employment picture must be said to portend a 
favorable impact upon the U.S. worker, both in total employment and in income 
levels.

In nearly all Instances with which we are familiar, total employment and em 
ployment of production workers in these plants showed increases in 1968 and 
1969. Available data indicates that the composite impact of these operations is 
characterized by increased total production, higher levels of employment, gener 
ation of new plant openings, and a general elevation in the skill level utilization 
of U.S. workers. Company data evaluated during BEMA's recent in-depth studies 
of usage of this provision by business equipment manufacturers indicates that in 
those instances where commencement of foreign assembly operations has ap 
peared to produce a reduction in U.S. employment, tntra-company adjustments 
have been made in such a way as to maximize the skill utilization of the U.S. 
worker upon reassignment and to protect his earnings.

Analysis of available and relevant data leads unavoidably to the conclusion 
that overseas employment in business equipment assembly operations is incon 
sequential when considered in the context of the dynamics of the U.S. business 
equipment industry as a whole and U.S. based work associated with such as 
sembly operations.
Other Points

Opponents of the use of off-shore assembly of U.S. components have not limited 
their attack to the general claim that such operations deprive U.S. labor of job 
opportunities. They offer a number of other equally unsupported contentions, 
three of which manufacturers of business equipment wish to treat specifically 
at this point.

It is urged that laws which facilitate use of foreign workers to assemble U.S. 
manufactured components make difficult efforts by U.S. workers to improve their 
own wages and working conditions. What has been heretofore said concerning 
the wage and salary levels of U.S. workers, production or otherwise, in the busi 
ness equipment industry should sufficiently discredit such claims.

There is likewise the demand that U.S. industry employ disadvantaged 
American workers in the tasks currently performed by foreign workers abroad.
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There is a certain superficial logic to such an approach. However, this argument 
assumes that use of foreign-based assembly operations reduces job opportunities 
in the United States, which is simply not the case. Furthermore, it ignores the 
substantial contributions made by business equipment manufacturers in the 
training and education of the disadvantaged.

Finally, there is the proposition that American industry pays "substandard 
wages" to foreign workers and thus perpetuates a condition of deprivation. 
We submit that the employees in each of the facilities engaged in off-shore 
assembly of U.S. business equipment components for export to the United 
States, including production workers in those facilities, are receiving wages 
and fringe benefits at least equal to the prevailing rate in the host country. These 
facilities serve to increase the standard of living in the host countries by pro 
viding jobs for those without employment, increased earnings opportunities 
for those who wish to better themselves, increased skills and productivity, and 
for the countries a means for improving their economic base.

It is interesting to note that those who accuse U.S. industry of contributing to the perpetuation of what they describe as "substandard" living conditions in 
developing nations urge adoption of restrictive trade policies which would 
prevent those very workers from taking advantage of the demands of inter 
national commerce to increase their living standards.

PROBABLE EFFECTS OF THE REPEAL OP ITEM 807.00

Because of the diversity of business equipment components assembled 
abroad under Item 807.00, the variety of end product uses, and the differences 
in competition position and size of companies involved, the consequences of 
repeal of Item 807.00 would vary from company to company. To claim that they 
would be uniform throughout the business equipment industry would be a 
generalization as inappropriate as many of those being made by opponents of 
the provision.

However, business equipment manufacturers are of the view that such a re 
peal would adversely affect their competitive positions and ultimately the well- 
being of U.S. workers, and believe that the relevant facts support such a con clusion.

It is apparent that a number of U.S. plants doing component manufacturing 
and further processing on Item 807.00 assembled articles will be forced to close 
their doors. In other instances, that result will be avoided only by a consolida 
tion of facilities. Plant expansion will most assuredly be curtailed, and some 
actual plant relocations to foreign bases should be anticipated.

Kepeal in some instances might result in a closing down of foreign assembly 
operations or the increasing use of automation. In other situations, the same 
assembly operations would be carried out but on foreign-made components rather than those produced in the United States.

Illustrative of the component source shifts which are likely to he precipi 
tated should Item 807.00 be repealed is this report by one of our manufacturers 
who currently assembles recording heads for disc files from U.S. components in 
Mexico. Qualified Mexican-based sources are anxious to supply the flux addi 
tives, solder bars, ferrites, core memories, diodes, expoxy, lapping compound, 
antifoam magnet wire, and the 15 differing wires used in the recording head assembly.

Still other manufacturers would be forced to resort to purchase of components 
from outside foreign sources—or in some cases an even more extensive part of 
the final product—even to the extent of complete foreign manufacture followed 
by marketing under a U.S. brand name.

Item 807.00 is being used only in those cases where the U.S. manufacturer in 
question is able to reduce his unit costs thereby. Its elimination, of necessity, 
will force recourse to alternative means of avoiding the impact of cost increases. 
In cases where the manufacturer chooses to attempt domestic assembly of 
components previously assembled abroad, he will be forced to automate to mini 
mize his increased costs. Failure to do so would result in lost sales to both 
foreign manufacturers and U.S. manufacturers taking more effective steps to 
offset the impact of repeal of these provisions in the Tariff Schedules. It should 
be apparent that the net impact of elimination of these provisions will be higher 
production costs or increased utilization of foreign components—the conse 
quences of either alternative being unfavorable to U.S. laborers.
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There persists the fallacious assumption by some of the most outspoken 
advocates of repeal of Item 807.00 that the consequences of its revocation will 
be an increase in jobs for U.S. assembly workers—man for man. Nothing could 
be further from the truth. In fact, only by the coincident adoption of restrictive 
import quotas on the entire range of end products now assembled from U.S. 
components would this be a noticeable consequence of repeal, and then only 
on a short term basis.

An objective evaluation of the comparative cost of production data in the 
business equipment industry leads unavoidably to the conclusion that the rela 
tive increases in cost of production of components wholly assembled in the 
United States would be prohibitive. Estimated increases of production costs 
approximating 100 per cent are not uncommon. Given these facts, the argument 
that repeal of Item 807.00 will benefit U.S. workers is patently untenable.

The impact of repeal of Item 807.00 would be felt, of course, in our export 
capabilities as well as in domestic sales. Any serious erosion of the ability of 
the business equipment industry to export sophisticated business equipment will 
have dramatic consequences in our balance of payments position. The disruptive 
impact upon our trade balance position will be compounded by virtue of reduced 
exports of American-made components. Further aggravation will result because 
of the increased substitution of foreign-made for American-made components, not 
to mention increases in U.S. purchases of foreign-made end products.

In its deliberations, the Committee on Ways and Means should note especially 
that the detrimental impact of a repeal of this provision will be focused directly 
upon U.S. industry. Competing foreign manufacturers who are themselves mak 
ing use of off-shore production facilities will receive, by virtue of a repeal of 
Item 807.00, a relative advantage over the American manufacturer. The total 
value of that advantage will, at a minimum, equal the amount of duty increase. 
The impact would be considerably greater in those cases where repeal forced a 
cessation of use of the off-shore facilities themselves.

In this connection, the likelihood of retaliation by countries presently hosting 
assembly facilities must not be overlooked.

OTHER FACTORS RELEVANT TO THE ISSUE OF ITEM 807.00 REPEAL

In his request to the Tariff Commission for an investigation of the relevant 
economic factors affecting the use of Item 807.00, the President further directed 
the Commission should not limit itself to the enumerated "relevant economic 
factors" in making its analysis.

The Business Equipment Manufacturers Association fully concurs with the 
President's recognition that there are relevant and important considerations 
relating to possible repeal of Item 807.00 which must be evaluated. We are 
similarly assured that your Committee's interest in this provision extends to 
these considerations as well.

While it is our opinion that based upon its economic aspects alone Item 807.00 
'Should be left intact, there are a number of other related factors which deserves 
careful consideration and reflection—each of which further militates against a 
change in the tariff treatment of assembled components of U.S. origin. Included 
among these factors are:
Reliance ~by Industry

In considering possible investment in manufacturing facilities abroad, Ameri 
can business must in each instance calculate the feasibility of such a venture. 
The duty treatment to be accorded products imported from these facilities is a 
factor, in some cases a critical factor, in making such a determination.

Reversal of the long-standing policy represented by Item 807.00 would ad 
versely affect those who relied upon it to their detriment, and would be contrary 
to basic equity. Particularly would this be the case in the absence of a strong 
showing that other considerations of public policy dictated such a reversal.
Repeal Contrary to Policy of Tariff Schedules

The Tariff Laws f>nd Tariff Schedules of the United States are r'esignpd (- o tax 
foreign goods for the encouragement of American industry and protection of 
American labor. Imposing a tariff upon components or products clearly of Ameri 
can origin—the direct consequence of Item 807.00 repeal—would be contriiry to 
the basic concept and purposes of the Tariff Schedules themselves as reflected in 
numeroiJS analogous provisions discussed previously in this statement.
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Discrimination Against U.S. Components Assembled Abroad
Placing an additional tax upon the U.S. component value of a product assem 

bled in an off-shore facility would constitute a discrimination against those com 
ponents with respect to identical components assembled within the U.S. borders. 
There is no legitimate or justifiable policy basis for such discrimination.
Contravention of Overall U.S. Trade Policy

Repeal of Item 807.00 and discouragement of off-shore assembly operations 
thereunder would be inconsistent with overall U.S. trade policy, as enunciated or 
reflected in the President's foreign policy and trade messages, various recom 
mendations of Presidentially constituted task forces on trade policy, and a wide 
variety of existing federal programs.
Rockefeller Report on tlie America,®

Such a repeal would be contrary to the conclusions and recommendations of 
"The Rockefeller Report on the Americas," the official report of a United States 
Presidential Mission for the Western Hemisphere prepared by Nelson A. Rocke 
feller in 1969 at the request of President Nixon.

Referring to the matter of trade policy, Mr. Rockefeller observed :
Trade policy is the central economic issue facing all Western Hemisphere na 

tions. Freer access to markets in the United States and other industrial countries 
is essential to support accelerated economic progress. Provision of such oppor 
tunities poses problems of adjustment for the industrial nations in terms of jobs 
and investment. The challenge is to work together to develop a practical ap 
proach which will be in the best interests of all hemisphere nations.

Expanding export trade is the soundest and most important way the other 
American republics can finance the imports needed for broad development, (pp. 
70-71)

The report continues with observations relating to the matter of private 
savings and investment as follows :

Accelerated economic growth will require increasing flows of private invest 
ment, local and foreign. Yet in all too many cases, private savings and invest 
ments are held back by ... complex government controls and restrictions, 
(pp. 88-89)

Based upon such observations, the Rockefeller Task Force proposed as a 
national policy objective that "the United States should provide maximum en 
couragement for private investment throuahount the hemisphere."

The report also urged :
Improved mechanisms should be sought to bring together United States pri 

vate investors and companies elsewhere in the hemisphere which are seeking 
United States partners, (p. 94)

Having completed his analysis of matters relating to economic and social 
development, Mr. Rockefeller treats separately the matter of the hemispheric 
division of labor. He states :

In essence, what we the people of the Western Hemisphere really need is & 
more efficient division of labor among us.

This principle of the division of labor underlies the progress of modern 
nations. Within national boundaries, the forces of competition in the market 
lead to specialization—a division of labor. Individuals and companies turn to 
what they can produce most effectively because that yields the greatest returns.
***** * * 

The same principles apply internationally. All participants gain from the freest 
possible exchange of exports and imports, since that promotes an international 
division of labor. Each nation concentrates on items it can produce with rela 
tively greater efficiency and lowest costs. It trades these items for those which 
other nations can produce with selectively greater efficiency. Everyone gains 
in the process, just as they do in the division of labor within national boundaries.
******* 

It has been objected in some quarters of the United States that the adjust 
ments involved in a move toward a greater international division of labor would 
prove too painful to be borne. There would be adjustments, and an effective 
program would be needed to help affected workers and businesses to make the 
transition to more productive pursuits, (pp. 101,102,103)

Manufacture of business equipment through the feeder plant concept, utilizing
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foreign workers for the assembly of U.S. manufactured components, is a classic 
example of the effective use of a division of labor such as is envisaged in the 
Rockefeller Report.

The standard of living of the employees and the industrial base of the host 
country are increased by the assembly operations. Reduced costs of assembly 
increase demand both for the U.S. manufactured components and the end prod 
uct. At the same time, more highly skilled U.S. laborers are freed to perform 
higher level functions, increasing their own productivity and living standards.
Peterson Report on International Development

On March 4, 1970, the Task Force on International Development, chaired by 
Mr. Rudolph A. Peterson, President, Bank of America, filed its final report with 
President Nixon. The conclusions of the Task Force, in outlining what it de 
scribed as "U.S. Foreign Assistance in the 1970's" included the following:

1. The United States has a profound national interest in cooperating with 
developing countries in their efforts to improve conditions of life in their 
societies.
***** * *

7. The United States should help make development a truly international 
effort. A new environment exists: other industrial countries are now doing more, 
international organizations can take on greater responsibilities, trade and pri 
vate investment are more active elements in development, and, most important, 
the developing countries have gained experience and competence.

Referring to needed changes in international development, the Task Force 
emphasized:

In the future, the developing countries will have to export more manufactured 
goods. Their traditional exports of primary commodities have only limited 
growth possibilities, but the developing countries are becoming more competitive 
in manufactured goods. Whether they can capitalize on their new capabilities 
will depend on whether industrial countries open their markets to this com 
petition . . .

Recognizing that U.S. policies relating to international development go beyond 
foreign assistance programs, the Task Force dealt in detail with the matter of 
trade and investment. With respect to private incentives and market forces, it 
noted:

In the most successful countries, the value of encouraging private initiative 
has been amply demonstrated. It has made possible more employment opportuni 
ties, an upgrading of labor and management skills, a rise in living standards, and 
wider participation in the benefits of development. Furthermore, a dynamic 
private sector has resulted in greater internal savings, more effective use of 
domestic and foreign investment resources, and rapid economic growth, in which 
export industries have played an important role.

1. Trade. Expansion of trade enhances the scope of the private sector and stim 
ulates private initiative and investment. Developing countries cannot be ex 
pected to reach the point of financing their own development unless they are 
given the opportunity to earn the means for doing so through an increase in 
their exports. However, if a policy of promoting exports is prescribed for devel 
oping economies, accepting imports is one of the responsibilities of industrial 
countries. Providing better access for the products of developing countries offers 
both advantages and difficulties for industrial countries.

. . . cheaper imports and a larger volume of trade would add to the real in 
comes of all participating countries and help to contain inflationary pressures. 
Of course, they also might result in adjustment problems. But, difficult as euch 
adjustment problems sometimes are, they are temporary. They occur continually 
in our dynamic society as an essential element of a competitive economy. They 
highlight the need for effective adjustment assistance measures as a foundation 
for constructive U.S. trade policies. The adjustment assistance provisions of 
the Trade Bill now before the Congress would help to meet this need.

Enlightened trade policies toward developing countries are an essential ele 
ment in achieving international developing. The Task Force urges continued U.S. 
leadership in working for the reduction of tariffs and other obstacles to. trade 
and in avoiding the imposition of new restrictions, (emphasis added)

Particularly relevant to a consideration of the role of trade policies such as-, 
those represented by Item 807.00 are the Task Force's observations on U.S.. 
foreign private investment policy:
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The policies of American firms operating abroad are an important determinant 
of the investment climate. In the past, the need to give more managerial re 
sponsibility to nationals of the host country and to establish good working con 
ditions has been emphasized. Equally important to international development as 
good relations with the host country are active efforts 'by subsidiaries of U.S. 
companies and other foreign firms to export goods from developing countries . . . 
(emphasis added)

The relevance of the principal recommendations of this report, as well as those 
of the Rockefeller Report, to your Committee's deliberations is unmistakable. 
The implications of Item 807.00, both with respect to encouragement of U.S. 
private investment in underdeveloped countries, and the opening of this nation's 
doors to the industrial product of those countries, are in complete accord with 
these recommendations. 
Specific Risk Investment Guaranty Program

Repeal of Item 807.00 would be contrary to U.S. Foreign Policy objectives such 
as those reflected in the Specific Risk Investment Guaranty Program.

The United States government, recognizing the vital role which U.S. business 
can play in assisting other countries toward self-sufficiency, has provided num 
erous incentives designed to encourage the investment of private capital and 
know-how in developing nations. Among such incentives are tariff considerations 
themselves, special tax considerations and other specific incentives such as the 
Specific Risk Investment Guaranty Program. The present program, which was 
authorized by the Congress under the Foreign Assistance Act of 1961, and ad 
ministered by the by the Agency for International Development (AID), is de 
signed to encourage the transfer to less developed countries of capital and tech 
niques in furtherance of their economic development and to increase their pro 
ductive capabilities. By insuring against pojitical risks inherent in such ventures, 
this guaranty program not only encourages foreign investment, but also tends 
to equate foreign with domestic investment opportunities. That this program 
and the participation of U.S. industry under it are actual operating instruments 
of U.S. foreign policy is borne o,ut by the fact that guaranty agreements have been 
signed between the United States and more than 75 countries. In addition, such 
guaranties are also available in a number of dependencies of developed nations, 
including the United Kingdom.

The Investment Guaranty Program is only representative of actions by the 
U.S. government to encourage foreign investment. Others include the Foreign 
Direct Investment Program of the Department of Commerce; Congressional ex 
ceptions with respect to investment in developing countries in the foreign invest 
ment controls adopted in 1968; and the continuing activities of the State Depart 
ment and the Agency for International Development to assist business in over 
seas investment. The thrust of current efforts to repeal Items 806.30 and 807.00 
of the Tariff Schedules, if accepted by the U.S. government, would be a reversal 
of an important aspect of our foreign policy with respect to many of the develop 
ing nations represented by such programs as the Specific Risk Investment Guar 
anty Program.

Because of the adverse effects of such a reversal upon U.S. businesses relying 
upon these provisions, such precipitous action could also seriously undermine 
future effort to involve cooperation of private business in other matters relating 
to investment policies, foreign or domestic.
Repeal of Item 807.00 Would Be Contrary to the Policies Enuncia-ted in the 

President's Trade Message of November 18,1969 and the President's Foreign 
Policy Message of February 18,1970

On November 18, 1969, President Nixon sent to the Congress his first message 
on Foreign Trade. This message, and the legislative proposal transmitted there 
with, are also the subject of your present hearings. In that message, the Presi 
dent indicated that it was his desire that U.S. trade policies be based upon a 
recognition of the international marketplace as it is, and that in his opinion a 
policy of freer trade was in the nation's best interests. 

In speaking of changing policies in world trade, the President observed: 
First, world economic interdependence has become a fact. Reductions in tariffs 

and in transportation costs have internationalized the world economy just as 
satellites and global television have internationalized the world communications
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network. The growth of multinational corporations provides a dramatic exam 
ple of this development.
*****

The disappearance of the surplus has suggested to some that we should aban 
don our traditional approach toward freer trade. I reject this argument not only 
because I believe in the principle of freer trade, but also for a very simple and 
pragmatic reason: any reduction- in our imports produced by U.S. restrictions 
not accepted by our trading partners would invite foreign reactions against our 
oivn exports—all quite legally. Reduced imports would thus be offset by reduced 
exports, and both sides would lose. In the longer term, such a policy of trade 
restriction would add to domestic inflation and jeopardize our competitiveness 
in world markets at the very time when tougher competition throughout the 
world requires us to improve our competitive capabilities in every way possible, 
(emphasis added)

Clearly, repeal of provisions such as Item 807.00 would represent a significant 
departure from the President's statement of policy. Because Item 807.00 makes 
a substantial contribution to U.S. trade and foreign policy objectives and at the 
saute time improves the competitive position of U.S. firms, consideration of its 
repeal by adoption of H.R. 1.4188 would be doubly unsound.

The President also spoke directly to the matter of economic development of 
less developed nations. In this regard he stated:

Fourth, the less developed countries need improved access to the markets of 
the industrialized countries if their economic development is to proceed satis 
factorily.

If the experience of the business equipment industry is representative, and 
we believe it to be so, the less developed countries to which the President 
referred in his Trade Message are principal locations for 807.00 facilities. To 
this extent, Item 807.00 itself represents a preference for "exports" from less 
developed nations. These plants do contribute in a substantial way to the' 
economic development of the host countries—and at the same time provide a 
direct reciprocal benefit to U.S. manufacturers and their employees.

A turnabout in U.S. trade policy which threatened to produce or actually 
precipitated a withdrawal of such facilities would likewise adversely affect 
this country's relations with, the foreign nations involved. Previous mention 
has been made of the likelihood of economic retaliation by host countries. As a 
practical matter, the U.S. would seek to substitute other forms of assistance. 
History should by now have convinced us that these alternatives are not only 
more expensive, but less effective instruments of national policy.

Consistent with the views earlier expressed in his Trade Message, the Presi 
dent, provided still further elucidation of his trade policies in his foreign policy 
message delivered to Congress on February 18, 1970. The President stated:

Freer trade among all nations provides greater economic benefits for each 
nation. (Gong. Rec.. 2/18/70, H938)

Mr. Nixon specifically referred to his trade policy objectives with respect to 
developing nations in these terms:

Finally, we proposed a liberal system of tariff preferences for exports of the 
developing countries.

This proposal is designed to meet one of the world's major economic and poli 
tical problems—the struggle of the developing countries to achieve a satis 
factory rate of economic development. Development can be promoted by aid, 
but aid cannot and should not be relied on to do the whole job. The low-income 
countries need increased export earnings to finance the Imports they need 
for development. They need improved access for their products to the massive 
markets of the industrialized nations. Such export increases must come largely 
in manufactured goods, since the demand for most primary commodities—their 
traditional exports—grows relatively slowly. (Gong. Rec., 2/18/70. H939)

Referring to "international responsibility for development of less developed 
nations," the President said:

The international economic successes of the past have been mainly among 
the industrial nations. The successes of the future must occur at least equally in 
the economic relations between the industrial nations and the developing world. 
*******

And it is increasingly understood among developed and developing nations 
that, economic development is an international responsibility. (Gong. Rec. 2/18/70, 
H939)

In this same context, the President clearly recognized the role of private 
investment in such a program :
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Private investment must play a central role in the development process, to 
whatever extent desired by the developing countries themselves. I proposed, and 
Congress has authorized, an Overseas Private Investment Corporation to im 
prove our efforts to make effective use of private capital. And we have given 
special attention to the developing countries in owr relaxation of restraints an 
foreign investment 'by U.S. corporations.1''

Trade policy must recognize the special needs of the developing countries. 
Trade is a crucial source of new resources for them. Thus, as already described, 
I have proposed and am urging a worldwide and comprehensive system of tariff 
preferences for the products of developing nations. (Uong. Rec., 2/18/70, H939)

In treating both overall trade policy and this nation's special obligations to 
developing nations, the President's message could not be more clear. It is equally 
clear that Item 807.00 is an effective and appropriate instrument for pursuit of 
those policies, and, in addition, it should be fully recognized that repeal of this 
provision would be internationally regarded as clear repudiation of such 
policies.

SUMMARY AND CONCLUSION

The Business Equipment Manufacturers Association, following a review of the 
use of Item 807.00 by the business equipment industry, finds this provision of the 
law, and assembly operations conducted thereunder, to be a positive factor in 
the existing vitality of this industry, including the well-being of its employees. 
We further believe that its repeal could have an adverse effect upon this in 
dustry as well as upon U.S. trade balances.

Finally, we consider Item 807.00 to be consistent with clearly enunciated U.S. 
trade policy, both in terms of specific programs and stated goals, and urge its 
retention as a part of the Tariff Schedules of the United States.

APPENDIX.—MEMBEB COMPANY ROSTER
Acme Visible Records, Inc., Crozet, Virginia 22932
Addmaster Corporation, 416 Junipero Serra Drive, San'Gabriel, California 91776 
Addressograph Multigraph Corporation, 1200 Babbitt Road, Cleveland, Ohio 44117 
Addressograph Multigraph of Canada, Ltd., 42 Hollinger Road, Toronto 16,

Ontario, Canada , T" 
Adler Business Machines, Division of Litton Industries, 365 Lexington Avenue,

New York, New York 10017
R. C. Alien, Inc., 678 Front Street, N.W., Grand Rapids, Michigan 49501 
Allied Paper, Division of SCM Corporation, Kalamazoo, Michigan 49003 
Alma Desk Company, Box 271, High Point, North Carolina 27261 
American Automatic Typewriter Co., 130 Cedar Street, New York, New York

10006 
Ampex Corporation, Videofile Information Systems Division, 1020 Kifer Road,

Sunnyvale, California 94086
Art Metal, Division of Art Metal-Knoll Corporation, Jamestown, New York 14701 
Automated Business Systems, Division of Little Industries, 600 Washington

Avenue, Carlstadt, New Jersey 07072
BASF Systems, Inc., Crosby Drive, Bedford, Massachusetts 07130 
Bell & Howell Company, Business Equipment Group, 6800 McCormick Road,

Chicago, Illinois 60645
The Charles Bruning Company, Division of Addressograph Multigraph Corpora 

tion, 1800 West Central Road, Mount Prospect, Illinois 60056 
The Buckeye Ribbon & Carbon Company, Subsidiary of Addressograph Multi- 

graph Corporation, 7209. St. Glair Avenue, Cleveland, Ohio 44103 
Burroughs Corporation, Detroit, Michigan 48232 
Burroughs Corporation, Business Forms & Supplies Group, Rochester, New York

14607
Burroughs Corporation, Defense, Space and Special Systems Group, Paoli, Penn 

sylvania 19301
Cheshire, Inc., Subsidiary of Xerox Corporation, 408 Washington Boulevard, 

Mundelein, Illinois 60060

15 The President's views with respect to U.S. investment abroad parallel those of 
President Elsenhower as expressed In a Special Message on Foreign Economic Policy which 
he delivered to Congress on January 10, 1955. In that message, he noted :

[T]he flow of capital abroad from our country must be stimulated and In such a man 
ner that it results in investment largely by individuals and private enterprises rather than 
by government.

Presidents Kennedy and Johnson held similar views with respect to the role of private 
investment in the economic growth of developing nations.
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Clary Corporation, 408 Junlpero Serra Drive, San Gabriel, California 91776 
Cole Steel Equipment Company, Division of Litton Industries, 640 Whiteford

Road, York, Pennsylvania 17405
Columbia Ribbon & Carbon Manufacturing Co., Inc., Glen Cove, New York 15542 
Combined Paper Mills, Inc., Subsidiary of the National Cash Register Company,

Combined Locks, Wisconsin 54113 
Control Data Corporation, 8100-34th Avenue South, Minneapolis, Minnesota

55440 
Corry Jamestown Corporation, Subsidiary of the Singer Co., Corry, Pennsylvania

16407
Cosco Business Furniture, Inc., Gallatin, Tennessee 37066 
Data Products Corporation, 6219 DeSoto Avenue, Woodland Hills, California

91364
Core Memories, Inc., 2525 Charleston Road, Mountain View, California 94040 
Stelma Telecommunications Division, 17 Amelia Place, Stamford, Connecticut

06904
Card Equipment Division, 8455 E. Prentice Avenue, Englewood, California 80110 
Data Devices, Inc., 18666 Topham Street, Tarzana, California 91356 
Dennison Manufacturing Company, 300 Howard Street, Framingham, Massa 

chusetts 01701
A. B. Dick Company, 5700 West Touhy Avenue, Chicago, Illinois 60648 
Dictaphone Corporation, Corporate Headquarters, Rye, New York 10580 
Digitronics Corporation, 1 Albertson Avenue, Albertson, New York 11507 
Domore Office Furniture, Inc., 2400 Sterling Avenue, P. O. Box 1289, Elkhart,

Indiana 46514 
Eastman Kodak Company, Business Systems Market Division, 343 State Street,

Rochester, New York 14650 
Thomas A. Edison Industries, McGraw-Edison Company, Voicewriter Division,

51 Lakeside Avenue, West Orange, New Jersey 07051
Electronic Communications Incorporated, Subsidiary of the National Cash Reg 

ister Company, 1501-72nd Street, North, St. Petersburg, Florida 33733 
Electronic Image Systems Corporation, Subsidiary of Addressograph Multigraph 

Corporation, Box 68, MIT Branch Post Office, Cambridge, Massachusetts 02139 
Farrington Manufacturing Company, Electronics Drive, Springfield, Virginia

22151
Farrington Data Processing Ltd., New Lane, Havant, Hampshire, England 
Ford Industries, Inc., 5001 SE Johnson Creek Blvd., Portland, Oregon 97206 
Friden, Inc., Division of Singer Co., 2350 Washington Avenue, San Leandro, Cali 

fornia 94577
GAP Corporation, 140 West 51st Street, New York, New York 10020 
General Binding Corporation, 1101 Skokie Boulevard, Northbrook, Illinois 60062 
General Electric Company, Information Systems Group, 570 Lexington Avenue,

New York, New York 10022
The General Fireprooflng Company, Youngstown, Ohio 44501 
Gray Dictation Systems, Division of the Gray Manufacturing Co., Randolph

Industrial Park, Dover, New Jersey 07801
Gray Dictation Systems, 16 East 40th Street, New York, New York 10016 
The Gunlocke Company, Inc., Subsidiary of the Sperry & Hutchison Co., Way- 

land, New York
Harter Corporation, Box 400, Sturgis, Michigan 49091 
Harter Metal Furniture Ltd., Box 636, Guelph, Ontario, Canada 
Honeywell, Inc., Electronic Data Processing Division, 60 Walnut Street, Welles-

ley Hills, Massachusetts, 02181 
Intercontinental Systems, Inc., Dura Division, 2585 East Bayshore, Palo Alto,

California 94303 
International Business Machines Corporation, Corporate Headquarters, Armonk,

New York 10504
InterRoyal Corporation, 1 Park Avenue, New York, New York 10016 
ITEK Business Products, Division of ITEK Corporation, P.O. Box 1970, 1001

Jefferson Road, Rochester, New York 14603
ITEK Business Products Limited, 41 Brydon Drive, Rexdale, Ontario, Canada 
Jens Risom Design, Inc., 444 Madison Avenue, New York, New York 10022 
JOFCO, 13th & Vine Streets, Jasper, Indiana 47546
Kimball Systems, Division of Litton Industries, 151 Oourtlandt Street, Belle 

ville, New Jersey 07109
Kleinschmidt Telecommunications, Division of SCM Corporation, Lake Cook 

Road, Deerfleld, Illinois 60015
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Knoll International, Division of Art Metal-Knoll Corporation, 320 Park Avenue,

New York, New York 10022 
Leehigh-Leopole Furniture Company, Division of Litton Industries, 415 Madison

Avenue, New York, New York 10017 
Litton Industries, Inc., Business Systems & Equipment, 360 North Crescent Drive,

Beverly Hills, California 90213 
Litton Industries, Inc., Office Communication Equipment Group, 850 Third

Avenue, New York, New York 10022 
Marble/Imperial Furniture Company, A Division of Dictaphone Corporation,

89 Willis Street, Bedford, Ohio 44146 
Marchant Electronics, SCM Corporation, 6701 San Pablo Avenue, Oakland,

California 94608
Marchant Operations, SCM Corporation, Orangeburg, South Carolina 29115 
Micro Switch, Division of Honeywell, Inc., Freeport, Illinois 61032 Mlcrostatics Operations. SCM Corporation, P.O. Box 9, Libertyville, Illinois 60048 
Herman Miller, Inc. 140 McKinley Street, Zeeland, Michigan 49464 Minnesota Mining & Mfg. Co., Duplicating Products Division/Microfilm Products

Division, 3M Center, St. Paul, Minnesota 55101 
Monroe, Division of Litton Industries, 550 Central Avenue, Orange, New Jersey

07051
Moore Business Forms, Inc., 900 Buffalo Avenue, Niagara Falls, New York 14302 
Mosler, Hamilton, Ohio 45012
Mytrle Desk Company, P.O. Box 1750, High Point, North Carolina 27261 
The National Cash Register Company, Dayton, Ohio 45409
Olivetti Underwood Corporation, One Park Avenue, New York, New York 10016 
Pitney-Bowes, Inc., Stamford, Connecticut 06904
RCA, Corporate Headquarters, 30 Rockefeller Plaza, New York, New York 10020 Remington Office Equipment, Division of Sperry Rand Corporation, 1290 Avenue

of the Americas, New York, New York 10019
Remington Rand Office Machines, Division of Sperry Rand Corporation, Execu 

tive Offices and Engineering Center, 333 Wilson Avenue, South Norwalk, 
Connecticut 06856 

Royal Typewriter Company, Division of Litton Industries, 150 New Park Avenue,Hartford, Connecticut 06106
Roytype Supplies Division, Division of Litton Industries, 1031 New Britain Ave 

nue, West Hartford, Connecticut 06110
Saxon Business Products, Inc., 450 Seventh Avenue, New York, New York 10001 
SCM Corporation, 299 Park Avenue, New York, New York 10017 
Sperry Rand Corporation, 1290 Avenue of the Americas, New York, New York

10019
The Standard Register Company, P.O. Box 1167, Dayton, Ohio 45401 
Steelcase, Incorporated, Grand Rapids, Michigan 49501 
Stow/Da vis Furniture Company, 25 Summer Avenue, N.W., Grand Rapids,Michigan 49502
Stromberg Datagraphix, Inc., P.O. Box 2449, San Diego, California 92112 Sweda International-North America, Division of Litton Industries, 550 Central

Avenue, Orange, New Jersey 07051 
Sylvania Information Systems, Division of Sylvania Electric Products, Inc.,2 Corporate Park Drive, White Plains, New York 10604 
Tally Corporation, 8301 South 180th Street, Kent, Washington 98031 
I'ARCO Incorporated, West County Line Road, Barrington, Illinois 60010 UNIVAC, Division of Sperry Rand Corporation, P.O. Box 8100, Philadelphia,Pennsylvania 19101 
Varityper Corporation, Subsidiary of Addressograph Multigraph Corporation,11 Mt. Pleasant Avenue, Hanover, New Jersey 07936
Viatron Computer Systems Corporation, Route 62, Bedford, Massachusetts 01730 
Victor Comptometer Corporation, 3900 N. Rockwell Street, Chicago, Illinois 60618 VlSIrecord, Division of Barry Wright Corporation, Copiague Island, NewYork 
Vista-Costa Mesa Furniture Company, Division of Dictaphone Corporation,Anaheim, California 92803
Wang Laboratories, Inc., 836 North Street, Tewksbury, Massachusetts 01606 Wright Line, Division of Barry AVright Corporation, 160 Gold Star Boulevard,Worcester, Massachusetts 01606 
Xerox Corporation, Stamford, Connecticut 06904
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STATEMENTS ON BEHALF OF

THE 

U.S./MEXICO BORDER CITIES ASSOCIATION

U.S. - MEXICO BORDER CITIES ASSOCIATION

5 3 3 1 4 J : ABLACCuE-

May 25, 1970

Committee on Ways and Means 
U.S. House of Representatives 
Washington, D. C. 20515

Gentlemen:

The statements and exhibits of the U. S./Mexico Border Cities Association that are contained 
in this document are submitted to provide background for the House Committee on Ways and 
Means in their deliberations on the U. S. Foreign Trade Act HR 14870 and the several bills 
that have been introduced to amend the basic proposal. Our statements are specifically in 
reference to HR 14188 that proposes to repeal the right of reentry of United States components 
subjected to foreign processing under U. S. Tariff Schedules Items 806.30 and 807.00 and 
similar legislative proposals that would adversely affect trade and commerce in the U. S./ 
Mexico Border Zone.

The U. S./Mexico Border Cities Association (B. C.A.) was voluntarily organized in 1965 by 
Chamber of Commerce and City Government interests representing border cities in the United 
States and Mexico and the "Association" has been continuously active since that date. The 
B.C.A. is an informal, unincorporated organization because the international character of its 
membership and activities make it impractical to incorporate in the United States or Mexico. 
B.C.A. administrative headquarters are located at the offices of the El Paso, Texas, Chamber 
of Commerce. Organization finances are provided through annual dues paid by the Associa 
tion's L 00 individual and 20 city, chamber of commerce, and regional members. The current 
officers of the Association are:

President
U. S. Vice Pres.
Mexico Vice Pres.
Sec. Treas.
Past President
Directors:

Arthur M. Doan
Ed Phelps
Ignacio Garcia Batista
Donald W. Holmberg
Federico de la Vega
Manuel Enriquez Savignac
Rudy Miles
Don Shubert
J. W. Higgins
Robert M. Bracker
Jesus Navarro Elizondo
Bryon Payne
Earl Roberts
Frank Birkhead, Jr.
Gustavo Teran
Charles Miller
Mis. A. J; Ochsher

Nogales, Arizona 
Laredo, Texas 
Mexicali, Baja Calif. 
El Paso, Texas 
Juarez, Chih. ~~" 
Juarez, Chih. 
El Paso, Texas 
San Diego, Calif. 
San Diego, Calif. 
Nogales, Arizona 
Tijuana, Baja Calif. 
Douglas, Arizona 
Calexico, Calif. 
McAllen, Texas 
Agua Prieta, Sonora 
Nuevo Laredo, Tamaulipas 
Yuma, Arizona
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A summary of the testimony submitted within this document follows:

1 . The United States/Mexican border is an economically depressed area and the poverty 
generated by border conditions has a depressing effect on a vast area of the Southwestern 
United States.

2. Border poverty and economic depression result primarily from social and economic under- 
development in Mexico; therefore, economic improvement must be accomplished on both 
sides of the U. S. /Mexico border to obtain an effective solution for the problem'.

3. Mexico has recognized the border zone as an area requiring special consideration and 
has instituted its Program for Northern Border Industrial Development as a major step 
toward a solution for the problems of the border region.

4. The Border Industrial Program in the United States and Mexico has proven its ability to 
improve the border economy and is providing many jobs for workers in United States and 
Mexican border cities.

5. Tariff Items 806.30 and 807.00 are an essential part of the Border Industrial Program and 
vital to full United States participation in the economic benefits that can result from 
industrialization of the U. S. /Mexico border.

6. Attacks on the Border Industrial Program by organized labor in the United States result 
primarily from: the visibility and proximity of manufacturing developments in the border 
zone of Mexico, and the vulnerability of the border to attack because of economic unrest 
and the troubled nature of the border zone. Such attacks are based on emotion rather 
than substantive evidence of loss of jobs or other opportunity for the working people of 
the United States.

7. The subject tariffs as used in border manufacturing operations encourage maximum use of 
U. S. components and, therefore, the development or retention of U. S. jobs. Inaddition, 
the Mexican value added to U. S. components assembled in Mexico is relatively small 
(25 to 30% of the reimported component value) and a major portion of the money paid for 
the assembly of U. S. components in Mexico returns to the United States as payments for 
services and purchases of U. S. consumer goods and other products.

8. Items 806.30 and 807.00 of the U. S. Tariff Schedules, as used in the U. S./Mexico 
Border Industrial Program, aid U. S. manufacturers to compete with foreign products in 
domestic and world markets. Using the present reimport advantage and U. S. technology, 
United States manufacturing firms can produce finished products, with 80 to 90% domestic 
United States value, that are competitively priced in the U. S. and world market and 
thereby reduce the incentive for U. S. manufacturers to locate overseas, aid the competi 
tive position of U. S. products, and create a more favorable U. S. balance of trade position.

Sincerely,

Donald W. Holmberg 
Secretary



3256

SUMMARY STATEMENT OF ARTHUR M. DOAN, 
PRESIDENT, U. S. /MEXICO BORDER CITIES ASSOCIATION

U.S./MEXICO BORDER CITIES ASSOCIATION - The U.S./Mexico Border Cities 
Association is an informal, unincorporated organization that includes 
individual members and memberships of the various U.S. and Mexican border 
cities. Our border city members generally represent the city government and 
Chambers of Commerce of the respective cities. At present, the "Association" 
has over 400 individual members. This testimony is on behalf of the civic 
interest of the border cities in the U.S. and Mexico from the Gulf of Mexico 
to the Pacific Ocean.

BORDER SOCIAL AND ECONOMIC PATTERNS - In the Border Industrialization 
Program, the situation in the Mexican States of Sonora and Baja California 
differs from that in the State of Chihuahua eastward adjoining the U.S. 
States of New Mexico and Texas. In the Arizona-California area, industrial 
operations in the border zone of Mexico are conducted in free trade zones so 
that the importation of machinery and materials into the Mexican border zone 
is less complicated. East of Arizona, machinery, components, and raw 
materials used in the Border Industrial Program are imported into and exported 
from Mexico by permit, and under bond, which slows down the import-export 
process and considerably complicates the handling of materials as compared 
to operations in the Mexican States of Sonora and Baja California.

Probably the most important ingredient in the industrialization and border 
development program currently going on in northern Mexico, is the fact that 
it is not merely going on in that area. When we think in terms of "border" 
we often think in terms of a barbed wire fence, gates with uniformed guards 
at certain locations, and a supposed very distinct delineation of peoples, 
cultures and traditions existing on each side of this "border."

The people and life-style found in the border area represent an effective 
melding of what is rapidly becoming a region in itself, rather than a geo 
graphical line laid out by surveyors in 1853, and subject to occasional 
adjustments since that time.

In the many sister communities that exist from the Matamoras-Brownsville area 
on the Gulf of Mexico, to the Tijuana-San Diego area on the Pacific coast, 
we find a joint sense of identification, of language, of customs, and civic 
awareness.

This region has, for a variety of reasons, been economically depressed for 
many years. Its primary dependence upon agriculture with a resulting low wage 
base, and relative absence of manufacturing and productive jobs, plus a 
disproportionately high percentage of employment in the highly volatile 
agriculture and livestock fields, has resulted in a low wage scale, not only 
in the Mexican portion, but also in the U.S. portion of this region. For 
instance, women domestic employees and men looking for work in Nogales, 
Arizona, have been drastically reduced since the Border Development Program 
began to develop in 1967.

Let us examine further, briefly, the people-to-people relationship we have. 
Let us understand that when the fire alarm rings in Douglas and/or
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Agua Prieta, or in Nogales, that the departments of the sister cities jointly 
answer the calls; that for example, Nogales, Arizona and Nogales, Sonora share 
a joint sewerage system; and all along the border we share languages, 
cultural traditions, holidays, sporting events, civic facilities -- all of the 
joys and the problems faced by neighbors separated only by a fence.

BORDER INDUSTRIALIZATION EFFECT IN ARIZONA - The simple fact of the matter 
is that the Border Development Program of the Mexican Government has provided 
more direct jobs in production activity in both Mexico and the U.S. For 
example, as of May 1st in Sonora, the State adjacent to Arizona, 3,250 new 
productive jobs have been created directly as a result of this program since 
it first came into existence in 1967. We find further that there have been 
some 3,500 new jobs in direct employment created in Arizona during that same 
period of time. These are figures relating to people; to their prosperity, 
to their ability to earn and acquire some of the better things in life. In 
short, these people are approaching their respective national averages of 
income at a much more rapid rate than prior to this program.

In addition, to the new production jobs, there are the new jobs indirectly 
created. These people are employed in retail stores, in service stations, 
in restaurants, in financial institutions, and a myriad of other fields of 
commercial activity. In Nogales, Arizona, retail sales show the following 
numbers. For the fiscal year ending June 30, 1967, with an area population 
of 14,000, retail sales were 32.5 million dollars. For a like period in 1968, 
with a population of 14,100, total sales increased to 33.3 million dollars. 
In 1969 with a population of 14,400, retail sales hit 33.6 million dollars. 
And the Nogales City Treasurer reports that he estimates retail sales for 
fiscal 1970 to exceed 38 million dollars.

That these retail sales do not originate solely from citizens on the Arizona 
side can be further demonstrated by the fact that, while there were 62_ 
people per 1,000 population employed in retail sales in the State of Arizona 
there were almost twice that, or 121 people per 1,000 so employed in the 
Nogales, Arizona area. Retail sales per person during the same period for 
the State of Arizona were $1,676; while in the Nogales, Arizona area there 
were $2,320.

Again, in looking at another important set of numbers, bank deposits per 
1,000 people in Arizona were 1.5 million dollars; while in the Nogales, 
Arizona area, that figure was in excess of 2.1 million dollars.

These are, of course, merely numbers. We only have to ask the 1,000 newly 
employed citizens of Agua Prieta, Sonora across from Douglas, or the 2,000 
newly employed citizens in Nogales, Sonora doing work of which they are proud, 
for wages on which they can exist with relative comfort, how they feel about 
the opportunity to be employed instead of unemployed; to be in jobs with 
upward mobility instead of stagnating in occupational areas with no possibility 
of growth, to get a reaction of the human impact of the Border Development 
Program and an appreciation of the importance of the dignity of work it 
engenders.
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We only have to ask the merchants and their employees in cities on both sides 
of the border how they feel about increased sales and the increased wages 
they are receiving in their businesses as the results of this increased 
purchasing power on both sides of the line.

We would be happy to give you our opinions as to the desirable effect of 
increased tax collections on the municipal posture and services that our 
cities are able to offer their citizens and visitors. This situation exists 
in most of the U.S. border cities and the border cities in Mexico.

FACTS ABOUT THE MEXICAN BORDER INDUSTRIALIZATION PROGRAM AND RELATIONS WITH 
MEXICO - The statistical experts can come up with all the numbers regarding 
the important international aspects of the significance of tariff schedule 
provisions 806.30 and 807.00. It is important, however, to add that studies 
show that in 1968, U.S. imports on a worldwide basis imported under the 
terms of 807.00 total $1 billion 432 million. In relation to the above, 
the imports from Mexico under 807.00 totaled $73.5 million. On a worldwide 
basis, U.S. components had a value of $226 million, with a value added of 
$1,206 million. In the case of Mexico, the value of U.S. components was 
$50 million, with a value added of $24 million.

Thus, a far greater percentage of goods imported from Mexico consist of 
goods of U.S. origin. Moreover, the total figure for Mexico is extremely 
small in relation to the balance of U.S. imports, which indicates that 
Mexico is indeed, on a percentage basis, a far greater user of goods of 
U.S. origin, thus creating a much larger percentage share of jobs for U.S. 
citizens, and the fifth largest market for U.S. exports, creating a favorable 
U.S. balance of trade posture.

In the event that these two provisions of the U.S. Tariff Act are repealed, 
an event we are obviously testifing in opposition to, it would then certainly 
be our recommendation that this committee, or whatever body may be deemed 
appropriate, certainly consider inclusion of our neighbors to the south in 
Mexico, in a "most favored nation" category as we have seen fit to do with 
our good neighbors to the north in Canada.

We have mentioned some numbers, but do not come to speak in terms of numbers. 
Rather we speak of this special region of the country which has chronically 
been in the lower spectrum of dollar rewards, and is now finding via the 
Border Development Program of the Mexican Government and the existing 
attractive U.S. tariff regulations, an opportunity to help people.

Certainly when we look at some of the things that have happened as a result 
of U.S. governmental action in recent years concerning our Mexican border 
neighbors, such as termination of the bracero program, reduction in the 
amount of consumer goods that can be brought into this country duty free, the 
great "tomato-" battle, and the extremely disastrous effects on many long 
standing personal friendships that resulted from perhaps an overzealous 
application of the admittedly desirable good effects hoped for by the 
implementation of "Operation Intercept", we should do some soul searching.
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Those of us along the border have friendships that extend beyond the barbed 
wire in both directions. We have a deep, abiding, and well founded feeling 
that, in fairness, this attempt by our Mexican neighbors to improve their 
border economy and the resulting good for the peoples of both countries in 
the border region, are important human considerations to which this 
Committee will want to give close attention.
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SUMMARY STATEMENT OF PETER DE WETTER, 
MAYOR OF THE CITY OF EL PASO, TEXAS

ADVANTAGES OF AND RESULTS FROM THE BORDER INDUSTRIALIZATION PROGRAM - The 
Border Industrialization Program promulgated by the Republic of Mexico and 
promoted by civic development organizations in the U.S. border cities and 
states affords an extraordinary opportunity to improve the economic well- 
being of the citizens of the city I represent. The same advantage can accrue 
to every city on the U.S. side of the U.S./Mexican border. Since the Border 
Industrial Program was announced in the Spring of 1965, 21 manufacturing 
operations have been established in El Paso's sister city of Cd. Juarez, 
Chihuahua. These companies now employ 2,606 persons. The program has directly 
resulted in establishing 20 manufacturing operations in El Paso employing 
922 persons that will employ 1,527 persons by midsummer of this year. A 
list of these manufacturers is submitted as "Exhibit A", page 24. University 
of Texas at El Paso economic research results indicate a multiplier factor of 
2.5 can be applied to the average new job in El Paso; therefore, these El Paso 
manufacturing operations will ,siinnng,t the employment of an additional 2,290 
El Pasoans in transportation, warehousing, and other service functions. Since 
the border program began, the average effective buying income of families in 
El Paso has risen from $6,683 in 1964 to $8,132 in 1968 according to Sales 
Management Survey of Buying Power. In El Paso, the Border Industrial Program 
has not resulted in manufacturing relocations from El Paso to Juarez. We have 
had a few instances where manufacturers newly located in our area employed 
persons, set up temporary operations in El Paso, and later reduced El Paso 
operations when they completed facilities for permanent operations in Ouarez. 
In other instances, newly located manufacturing operations have set up what 
they thought would be temporary facilities in El Paso, and retained them by 
deferring development in Juarez or expanding the operation they originally 
contemplated. The names of some of these firms include Boss Manufacturing, 
Acapulco Fashions, Software Inc., Taylor Publishing Co., Chemical Producers, 
and Baldwin Piano Co. El Paso's economic situation is representative of most 
border cities. San Diego, for example, has more natural advantages, while 
many of the smaller border cities have perhaps less natural advantage than 
El Paso.

THE BORDER ECONOMY - Our border zone is and always has been a serious and ex 
tensive poverty pocket within the U.S. With a lack of natural resources and 
nearby markets, the border has not been attractive to most industry, and 
industry has not previously developed in the border zone to any great extent. 
Poverty on the U.S. side of the border is often not statistically apparent 
because it is hidden by adjacent economic segments; for example, the extensive 
military, governmental, and port facilities of San Diego and extensive military 
facilities at El Paso. When border poverty is uncovered in such locations as 
Laredo and McAllen, Texas, we stare at the ugly picture of 10 to 15% unemploy 
ment and average annual per capita incomes of $1,000 or a little more a year. 
In El Paso, when we statistically identify the Mexican-American by surname, 
using the 1960 U.S. Census of Population, we find unemployment rates of 10% 
as compared to the average El Paso figure of 3 to 4*. We also find our Mexican- 
American citizens with per capita incomes 25% below the El Paso average, 
educational levels of 6.8 years as compared to the El Paso average of 11.1 years, 
and other characteristics of a poverty stricken population. To detail these 
points, see "Exhibit B", page 25. The poverty problem of U.S. cities on the
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Mexican border is further complicated by tremendous pressures for 
immigration to the United States from Mexico. Economic opportunity must be 
provided on both sides of the border to ease the immigration situation and 
improve the lot of United States border city residents. This economic 
opportunity can best be provided through Border Industrialization.

THE ISSUES INVOLVED IN THE BORDER INDUSTRIAL PROGRAM - To date, the 
industrial development that has taken place has occured in spite of 
opposition from organized labor. Threats to void the right of reentry of 
U.S. materials under 806.30 and 807.00 have effectively deterred major U.S. 
firms who are otherwise interested in a border plant location. In many 
instances, we are told by our Industrial Development Specialists, the 
interest of manufacturers is simply transferred from the Mexican border to 
overseas locations such as Japan, Hong Kong, Taiwan, and Spain. The Republic 
of Mexico is to be commended for recognizing its side of the U.S./Mexico 
border as a special area and developing special projects under its program 
for Northern Border Development (PRONAF). Mexico's positive programs have • 
done much to help the people on both sides of the border and will do much more 
in the future with a little help or at least with the passive acceptance 
and support of the programs Mexico has initiated by the U.S. The real issue 
in these hearings is whether we are to permit the use of U.S. components in 
border zone manufacturing and thereby encourage more jobs and industry in 
the U.S. Goods that may be processed in the border zone could as an 
alternative be manufactured in other world industrial centers with 100% 
materials and components foreign to the U.S. If the right of U.S. materials 
to return to the U.S. without payment of duty is eliminated, then all we have 
done even on the U.S./Mexico border is reduce the competitive advantage of 
U.S. components and materials.

OPPORTUNITIES FOR THE UNITED STATES BY INDUSTRIALIZING THE BORDER - The U.S./ 
Mexico border extends for 2,000 miles with an estimated 2.5 million people 
in the U.S. side, and over 1.5 million on the Mexico side. Nearly one million 
of these people reside in the area with which I am directly concerned; El Paso 
and Juarez. The Border Industrial Development Program that is fundamentally 
affected by Tariff Items 806.30 and 807.00, has the potential to change an 
area of poverty and high unemployment to a major light industry center where 
people are fully employed and earning livable incomes. Industrialization of 
the U.S./Mexico border will not result in the loss of jobs that would other 
wise remain in the U.S. In addition, border industry will encourage 
maximum use of U.S. contributions to the value of manufactured products as 
compared to similar operations overseas. In support of this statement, see 
"Exhibit C", page 26 1966 - 1968,Summary Report of U.S. Imports Under 806.30 
and 807.00.

SUMMARY - If the U.S. should take action against the border industry program, 
most of the jobs the border area could otherwise gain will go overseas; the 
border area and its people will lose probably the greatest opportunity for 
improvement and development that they have ever had; and U.S. relationships
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with the government and people of Mexico will seriously deteriorate. On 
behalf of the more than 400,000 people of the El Paso metropolitan area, I 
strongly urge that this Committee recommend to the Congress that no changes 
be made in U.S. Tariff Schedules Items 806.30 and 807.00.
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DETAILS OF THE BORDER ECONOMY AND INDUSTRIALIZATION PROGRAM 

PREPARED BY THE EL PASO, TEXAS CHAMBER OF COMMERCE

PREFACE - The El Paso Chamber of Commerce submits this testimony to support 
the position that U.S. Tariff Schedules 806.30 and 807.00 should not be 
revised to reduce or eliminate the right of reentry of U.S. products pro 
cessed abroad duty free except for value added. In fact, it would be of 
advantage to the U.S. border zone and to the entire U.S. if some present 
restrictions were relaxed to further encourage the use of U.S. manufactured 
components in the U.S./Mexico border zone.

Industrial operations in the El Paso/Juarez area and along the entire U.S./ 
Mexican border dependent upon 806.30 and 807.00 are only a small part of the 
manufacturing activities that are of concern to this Committee. However, 
it appears that the Industrialization Program on the U.S./Mexican border is 
a major factor, if not the factor that has brought about these hearings.

It is the firm conclusion of the El Paso Chamber of Commerce that the Border 
Industrialization Program, operating under Tariff Items 806.30 and 807.00, 
is not detrimental to the economic well-being of the people of the border 
area, but is the greatest opportunity for economic improvement that has 
occurred throughout the more than 300 year history of our community.

DESCRIPTION OF THE BORDER INDUSTRIAL PROGRAM - At this point we will briefly 
describe the Border Industrial Development Program. The program, sometimes 
referred to as the Twin-Plant Program, is a combination of policies pursued 
on both sides of the border to promote industrial development. It should 
be distinguished from the Mexican Program for Northern Frontier Development 
(Programa Nacional Fronterizo - ProNaf) that is a subsidized program of the 
Government of Mexico to incorporate their Northern Frontier into the Mexican 
economy. The Border Industrial Development refers to the policy under which 
Mexico permits wholly owned subsidiaries of foreign enterprises to be 
incorporated in Mexico. The priviledges extended are leasing real estate; 
work permits for key personnel; and duty free import of machinery, supplies, 
and raw material as long as all products are exported from Mexico. This 
authority is permitted only in a zone that extends approximately eight miles 
south of the U.S./Mexican border. The product of the Mexican Border 
Industrialization Program plants is usually reimported to the U.S. under 
Items 806.30 and 807.00 of the Tariff Schedules of the U.S. Under the most 
ideal conditions, U.S. raw materials are prepared for assembly in a plant in 
the U.S.; are taken to a Mexican plant in the border zone for assembly and the 
application of labor intensive operations permissible under Items 806.30 and 
807.00; and returned to a U.S. plant for finishing, packaging, and shipment 
to ultimate destination.

SUMMARY OF CONCLUSIONS - The El Paso Chamber of Commerce submits the following 
conclusions:

(1) Tariff Items 806.30 and 807.00 have and will be a major factor in the 
growth of the economic well-being of U.S. border residents.
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(2) Tariff Items 806.30 and 807.00 are more advantageous to the U.S. as 
used in the U.S./Mexico border zone than when used in overseas 
manufacturing and assembly points.

(3) The Border Industrialization Program provides competition for manu 
facturing operations that might otherwise be placed overseas in Japan, 
Hong Kong, Taiwan, Spain, the African nations, and other overseas areas.

(4) The location of large numbers of diversified manufacturing operations 
and the relatively high wages paid in these operations within the 
border zone of the Republic of Mexico is beneficial for the U.S. in 
relieving conditions of poverty and unemployment in that zone, thereby 
reducing the pressure for legal and illegal immigration in the U.S.

(5) In addition to the high percentage of the value of products produced 
under the Mexican border Industrial Development Program that is U.S. 
component, much of the money paid for wages and services in manu 
facturing operations in the Border Zone of the Republic of Mexico 
returns to the U.S. in the form of purchases of goods and services.

IN SUPPORT OF OUR FIRST CONCLUSION THAT "TARIFF ITEMS 806.30 AND 807.00 
HAVE AND WILL BE A MAJOR FACTOR IN THE GROWTH OF THE ECONOMIC WELL-BEING OF 
U.S. BORDER RESIDENTS", El Paso Texas has an excellent record of economic 
and social development and is one of eleven cities in the U.S. awarded the 
All-America City designation by the National Municipal League in 1970 for 
the excellence of citizen work to improve the social and living conditions of 
its less priviledged citizens. Much of El Paso's relative prosperity and 
well-being has been brought about by the location of large military facilities 
in and adjacent to the city. If it were not for this fortunate circumstance, 
El Paso might be one of the most poverty struck cities in the U.S. Even with 
a relatively prosperous community, half of our Mexican-American citizens lack 
education, have poverty level family incomes, and high unemployment. In 
support of this statement, see "Exhibit B", page 25.

Subsequent to 1950 when El Paso had 9,000 manufacturing jobs for an area work 
force of nearly 75,000 people, manufacturing industry developed dominated by 
clothing manufacturing operations. This industrial community grew and expanded 
and~ by 1965 El Paso manufacturing employment had increased to more than 16,000 
jobs for a civilian work force of 102,000 people. (See "Exhibit D", page 27.)

However, the majority of the jobs detailed in this exhibit paid relatively low 
wages and provided little opportunity for advancement. Between 1965 and 1969 
El Paso manufacturing employment increased to nearly 25,000 jobs for a civilian 
work worce of 120,000 people with diversification in manufacturing operations 
to include electronics, computer software, and other activities that provide 
a potential for higher wages and an ever increasing number of people employed. 
(See "Exhibit A", page 24.) These developments result directly from the in 
creased attractiveness of the El Paso area to industry and the opportunities 
available under the Mexican Program for Northern border Development.
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Controversy, surrounding the continued use of 806.30 and 807.00, has had an 
adverse affect on economic development in El Paso. For example, Hatch 
International of El Paso negotiations for sub-contracts with major electronics 
firms have been suspended. One contract would have resulted in adding 24 to 
30 people in the El Paso plant and the other would have added from 200 to 300 
people in their El Paso plant. Both major firms seeking sub-contracts backed 
off from a commitment to purchase products from the El Paso firm awaiting 
results of current debates about repeal of 806.30 and 807.00. Meanwhile, 
these same two firms are continuing to contract for such production in Japan.

Charges have been repeatedly leveled by spokesmen of the AFL-CIO that the 
Border Industrialization Program has used 806.30 and 807.^ 1 in a manner not 
originally intended and that this has resulted in the loss of jobs and 
economic opportunity to the U.S. The record completely denies this allegation.

IN SUPPORT OF OUR SECOND CONCLUSION THAT "TARIFF ITEMS 806.30 AND 807.00 ARE 
MORE ADVANTAGEOUS TO THE U.S. AS USED IN THE U.S./MEXICO BORDER ZONE THAN 
WHEN USED IN OVERSEAS MANUFACTURING AND ASSEMBLY POINTS", according to a 
summary of U.S. Customs data compiled by the McAllen, Texas Chamber of 
Commerce, worldwide the value of foreign component or value added to items 
imported to the U.S. under 807.00 is over 80% with only 15 to 20* of U.S. value 
in the reimported items. On the other hand, materials processed in the 
Mexican border zone and reimported into the U.S. have a U.S. component value 
of about 70% and a foreign value added of only 30 to 35%. In support of this 
statement, see "Exhibit C", page 26.

Mexico is the U.S.'s fifth best customer nation and currently suffers a 
trade balance that is unfavorable to Mexico and favorable to the U.S. If the 
Border Industrial Program can benefit Mexico, and if as a result of the program, 
Mexico can increase its sales to the U.S., it makes sense to purchase from 
Mexico, a nation that will reciprocate with large purchases from the U.S. The 
recent history of U.S./Mexico trade is outlined in "Exhibit E", page 29.

IN SUPPORT OF OUR THIRD CONCLUSION, "THE BORDER INDUSTRIALIZATION PROGRAM 
PROVIDES COMPETITION FOR MANUFACTURING OPERATIONS THAT MIGHT OTHERWISE BE 
PLACED OVERSEAS", our industrial prospects interested in border operations 
fall into three catagories:

(1) Firms already using overseas manufacture,

(2) Domestic U.S. manufacturers with strong competition from foreign 
imports, and

(3) Manufacturing operations rapidly losing the market for their products 
as a result of high production costs and resulting high market prices 
their customers are reluctant to pay.

With the strict regulations under which foreign companies are established and 
operate in the border zone of Mexico and the inflationary effect the proximity 
of the U.S. has on their border wages, it is unlikely that manufacturers can
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exploit cost advantages to an extent greater than in overseas foreign 
production. The principal long-range advantage of border operations to 
industry will be:

(1) The degree to which suitable labor is available in the Mexican
border zone that will maintain a high level of productivity in labor 
intensive manufacturing,

(2) The advantage of proximity for supervisory and management personnel, 
and

(3) Handling expenses and transportation distances and schedules that 
affect freight and inventory costs.

IN SUPPORT OF OUR FOURTH CONCLUSION THAT "THE LOCATION OF LARGE NUMBERS OF 
DIVERSIFIED MANUFACTURING OPERATIONS AND THE RELATIVELY HIGH WAGES PAID IN 
THESE OPERATIONS WITHIN THE BORDER ZONE OF THE REPUBLIC OF MEXICO IS 
BENEFICIAL FOR THE U.S. IN RELIEVING CONDITIONS OF POVERTY AND UNEMPLOYMENT 
IN THAT ZONE, THEREBY REDUCING THE PRESSURE FOR LEGAL AND ILLEGAL 
IMMIGRATION IN THE U.S.", the border zone in the U.S. has always been an 
economic and social problem area affecting a vast area of the Southwest, 
West, and Midwestern U.S. There is no question that economic depression of 
the border results from problems of slow economic development in Mexico 
and a tremendous pressure for movement into or adjacent to the U.S. among 
those Mexican people who have not found satisfactory economic opportunities 
in their native country. To show evidence of this pressure, I submit our 
"Exhibit F", page 30, The Record of Apprehension of Illegal Aliens Within 
the U.S. The great majority of these apprehensions are reported by El Paso 
Bureau of Immigration officials to be from Mexico. If the Border Industrial 
Program in Mexico, using the authority provided by 806.30 and 807.00, can 
create a highly industrialized zone along the U.S./Mexico border and provide 
job opportunities that create a broad spectrum of skills, the living standards of 
Mexican border residents will draw closer to that of the U.S. People through 
out the Southwestern U.S. will benefit from the improved social and economic 
situation that should develop once the problems brought about by border 
poverty are relieved. To illustrate the type of industries, job opportunities, 
economic details, and location of manufacturing operations already established 
in the border zone of Mexico, we submit a translation of a Republic of Mexico 
Report as of July 1969, "Exhibit G", page 31.

FINALLY, IN REGARD TO OUR FIFTH CONCLUSION THAT "IN ADDITION TO THE HIGH 
PERCENTAGE OF THE VALUE OF PRODUCTS PRODUCED UNDER THE MEXICAN BORDER 
INDUSTRIAL DEVELOPMENT PROGRAM THAT IS U.S. COMPONENT, MUCH OF THE MONEY 
PAID FOR WAGES AND SERVICES IN MANUFACTURING OPERATIONS IN THE BORDER ZONE 
OF MEXICO RETURNS TO THE U.S. IN THE FORM OF PURCHASES OF GOODS AND SERVICES", 
manufacturing operations, and especially those involving labor intensive 
activities, require many support services including maintenance, service, and 
supply for machinery and equipment; financial, legal and transportation 
services; and others. When plants are located overseas, such services must 
be provided to a great extent from the country where the plant is located. In
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the Mexican Northern Border Industrialization Program, a high percentage of 
these services are obtained from the U.S. and, therefore, even the value 
added statistics included in "Exhibit C", page 26, contain costs that are not 
Mexican in origin.

It is anticipated that, if industry on the Northern border of Mexico continues 
to develop and expand, domestic services available in Mexico will expand. 
Nevertheless, because the operations are U.S. oriented and the U.S. will re 
main technologically advanced, they will always be highly dependent on support 
that is immediately available across the border in the U.S.

In addition to the above factor favoring the U.S., most key administrative 
and supervisory personnel employed in Mexican border plants are residents of 
the U.S. border cities and experience indicates that this trend will always 
exist.

Finally, at present and throughout past history, Mexican border residents have 
obtained a substantial amount of their normal periodic retail purchases in 
U.S. border cities and other U.S. population centers in the vicinity of the 
border. While the Government of Mexico is promoting programs to encourage 
border residents to purchase in Mexico, nevertheless, the tremendous attraction 
of quality and variety of consumer goods and services available in the U.S. 
will continue to attract Mexican customers to the U.S. from the border zone 
of Mexico. To substantiate this statement on the basis of the most recent 
professional survey available, see "Exhibit H", page 33.

SUMMARY^ - Our testimony is that the Border Industrialization Program is 
beneficial to the U.S. from the viewpoint of helping economically and socially 
deprived citizens in the Southwestern U.S. along the Mexican border; that the 
program is more favorable to the balance of trade of the U.S. than any 
alternative, except the erection of an extensive pattern of tariff barriers 
against foreign products from throughout the world; and that the continuation 
of U.S. Tariff Schedules Items 806.30 and 807.00 is an essential part of the 
Border Industrialization Program as presently conceived and developed.

46-127 O - 70 - pt. 11 -- 17
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ECONOMIC IMPLICATIONS OF THE BORDER INDUSTRIALIZATION PROGRAM

BY DR. JOHN M. RICHARDS, DEAN OF THE SCHOOL OF BUSINESS ADMINISTRATION

OF THE UNIVERSITY OF TEXAS AT EL PASO

PREFACE - I am presently Professor of Economics and Dean of the School of 
Business Administration at the University of Texas at El Paso. My statement 
is in conjunction with the U.S./Mexico Border Cities Association. My 
conclusions and views C9incide with theirs, though I am not a paid economic 
consultant of the Association. Also, my views do not represent those of the 
University of Texas at El Paso.

I have lived in and studied the economy of the border area in general and 
El Paso in particular, for eight years. Included among this experience is that 
as a consultant to the recent joint U.S./Mexico Commission on Development and 
Friendship. I have also worked closely with the University's Bureau of 
Business and Economic Research which is presently involved in extensive 
studies of the border area in general and the impact on that area of Mexico's 
participation under items 806.30 and 807.00. With this background, I limit 
my remarks, though not my concern, to the more local operations of the subject 
Tariff rules and their economic impact on what we term the U.S. borderland.

THE ISSUES IN THE MEXICAN BORDER INDUSTRIAL PROGRAM DEBATE - Let us look at 
the issues that are the subject of investigation. This is not an attempt to 
educate the Committee to its job, but to give a proper perspective to the role 
of the Mexican Border Industrialization P-rogram and the U.S. borderland, and 
to note the inseparable impact between the question of 806.30 and 807.00 and 
the Mexican Border Industrialization Program.

The subject of this testimony is the economic impact of items 806.30 and 
807.00 on such economic variables in the U.S. as the balance of payments, 
employment opportunities, wage levels, and existing or planned investments. 
The ultimate answer to these questions is locked in the cost structures of 
the industries and firms that are involved. These include those firms that 
are presently assembling and importing under 806.30 and 807.00, other firms 
considering such operations in the future, and competitive and potentially 
competitive foreign firms whose international market positions are likely to 
be affected by U.S. tariff schedules.

No empirical economic evidence, theory, or model will be able to say for sure 
what will be all of the final economic ramifications of either retaining or 
removing 806.30 and 807.00. There are a multitude of cost structures involved 
and there is such a constant flux of dynamics in domestic technology and 
international competition that to fully predict the whole range of variables 
is too much to hope for.

Any results arising from this investigation must be based on reasoned and 
educated value judgments. This is why it is important to fully review the 
meaning of Mexico's unilateral election to participate under items 806.30 and 
807.00 and look closely at what participation by Mexico may mean to the most 
unrecognized depressed area of the United States.
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By the role of "Mexican involvement" we refer to three questions:

(1) Why the heightened concern and intense interest over the Mexican 
Border Industrialization Program?

(2) What is taking place along the Mexican border in terms of firms actually 
moving into Mexico and their apparent impact on employment and wage 
opportunities in the U.S.?

(3) What are some of the implications for the future with and without 
the provisions of 806.30 and 807.00?

It is relevant to ask why the sudden and heightened concern over items 806.30 
and 807.00 coincides with the participation of Mexico. The practice followed 
under the present schedules is of long standing. It was set by administrative 
procedures prior to 1954; by court sanction 1954 to 1962; and by congressional 
authority to define and formalize the court upheld historical practice in 1962.

There was little concern, and certainly no concerted organized attack made 
upon 806.30 and 807.00,until Mexico allowed duty free imports of equipment 
and materials if the products were to be re-exported.

Since 1965 both total imports under 807.00 and Mexico's portion have increased 
significantly. Total imports have increased from $577 million to $1,600 
million -- a 1773! growth. In 1965 Mexico accounted for about $3 million, or 
1/2 of one per cent of the total. By 1969, Mexico's portion was $145 million, 
or 9% of the total.

The rate at which Mexican imports are growing does indicate a more important 
role for Mexico in the future. Certainly Mexico believes that this is true, 
as do many people of the United States and elsewhere.

MEXICO AND 806.30 flNP 807.00 - There appear to be three questions involved in 
getting a true analysis of the role of Mexico under items 806.30 and 807.00; 
these are:

(1) To what extent is Mexico's role exaggerated because it is a highly 
visible, contiguous neighbor doing what other countries are doing?

(2) Do the U.S. firms located in Mexico differ significantly from other 
firms and plants located in other nations under 806.30 and 807.00? and

(3) Does Mexico's entry indicate a significant change in international 
trade patterns under the provisions of 806.30 and 807.00?

The first question proposed is "to what extent is Mexico's role exaggerated 
because it is a highly visible neighbor, doing what other countries are doing?"

If the participation of Mexico does represent a distinct variation in trade 
patterns and imports then any decisions should be based on what the continued
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existence, or the repeal of sections 806.30 and 807.00 would nean to the 
U.S. economy in the future, in all aspects.

On the other hand, if a great deal of the concern represents something else-- 
something without economic realism—then the investigation should he based 
on whether there is any reason, at this time, to abandon a long-standing 
practice.

There seems to be ample evidence that a lot of the opposition arising with 
the Mexican decision to participate under 806.30 and 807.00 has much to do 
with the visibility of these operations. It is necessary to understand 
that the border is a worried strip of land. The fact that plants are going 
into Mexico, that jobs are being created there, provides a highly visible 
and identifiable target for attack, regardless of whether or not these jobs 
would have ever been created anywhere else in the world. In an area of 
intense poverty and high insecurity, the Border Program becomes a thing to 
point a finger at, a thing about which to say "there is the cause of our 
problems."

There is no question that a large part of the concern over the border program 
is involved with emotional appeal arising from the visibility of this program. 
It occurs in an area that is rife with labor competition, threats to 
economic security and a high degree of misunderstanding.

ORGANIZED LABOR AND BORDER RESIDENT ATTITUDES ON BORDER INDUSTRIAL DEVELOPMENT - 
The efforts that have led up to this investigation originated in 1967 when 
the Mexican participation took place. In December of that year a policy 
resolution of the AFL-CIO was adopted that, and we paraphrase, "steps must 
be taken to see that wages and working conditions of U.S. citizens are not 
adversely affected by low wage operations along the border of Mexico." The 
high point might be represented by the issue of the Federation in June 1969, 
but little substantive evidence is presented as to any adverse impact on em 
ployment and wages, even on the U.S. borderland. Instead, it primarily 
involves emotional appeal and descriptions of the hardships, suffering and 
dire poverty which do exist along the border. But it is the equal contention, 
by some who are as equally concerned, that the border industrialization program 
is more-likely to alleviate, rather than to increase economic problems along 
the border.

There is also evidence that this emotional appeal does not really reflect the 
typical attitude of the U.S. border residents toward the border program. A 
study by Schooler and Gonzalez, published in the Michigan State University 
Business Topics indicated the following points, among others:

(1) That U.S. residents of Laredo, the U.S. twin city in which the study 
was conducted, are less knowledgeable about the program than are 
Mexican citizens.
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(2) That a substantial majority of citizens in Laredo feel the program is 
mutually beneficial and non-prejudicial to either community.

(3) That there are no statistically significant differences found among 
socio-economic classes as to one side of the border benefiting more 
than the other.

f4) Tnera i: :io significant difference on the basis of socio-economic 
classes o? to favorable inclinations towards the program.

(5) Border resident? do feel that the border program raises "^qe levels
and reduces unemployment in Nuevo Laredo, Mexico, but t.n t 'he program 
will have IK, effect on '^age levels in Laredo.

•'&! fodder re. laonts recognize local manufacturers as the economic group 
.•••cst diSa-.-iaiitaged cy the program when compared to either retai-ers

(7< Coraer residents ;i,i recognize the border industrialization program as 
an effort by the Mexican government to help the Mexican people.

One of Schooler .>nd Gonzalez' conclusions is that the finding should lead 
the s.FL-CiO zo modify and redirect certain of their arguments even though 
t'ley -:tate that it is highly unlikely they will do so.

r.'KMS__J.9 B^ CON'SIOERED IN LOCATING A PLANT IN MEXICO - If the uncertainty of 
'ji'Of.'ona'iivr i- stripped away, an important question becomes "Do the firms 
-"•i plants ^..eating in texico differ significantly from other firms and plants 
ioca f.°d in :,i'ier nations under 807.00?"

Discussions of border activities are freguently filled with the fear of 
"runaway" or "fly-by-night" firms moving into Mexico, creating sudden job 
losses in the U.v and adding to the balance of payments problem. Unfortunately, 
sti:: 1'' firms ara always present in any economic developmental scheme, be they 
c.'0vvr'".:-f:nt bonds, t.r.x concessions, rental rebates, or what have you. Such 
Mi'g-;,ial operators are always around, always looking for a break, and will 
take advantage or any opportunity that arises. Most of these firms live in 
such a hand-to-mouth manner that they have to take such moves or they would 
not long exist.

Mexico's decision to participate pinpoints the advantages occurring under the 
807.00 tariff provision in an area contiguous to the United States rather than 
far removed. Thus, it does make it attractive to marginal or runaway firms, 
as well as others. We know that a few such firms have already moved into 
Mexico and that others will follow; it is part of their migratory pattern.

On the other hand, there are sufficient economic barriers, contingencies and 
considerations to make a Mexican location a complex economic decision for any 
wise manager. Mexico did not open up her borders to fly-by-night industries. 
She has publicly declared this, all of her actions indicate attempts to
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discourage such firms, and other considerations compound these actions.

There are many steps to be taken and many things to be taken into consideration 
in moving into Mexico. Besides the screening process involved in application 
for corporations and permits, there is the attitude of Mexican investors in 
land, buildings and industrial parks, who need long term viable industries to 
make their investments a paying proposition.

There are real economic costs involved: added transportation from an area of 
the United States far removed from most major markets; and it must also be 
remembered that import duties are reduced but not eliminated. These cost 
must be taken into consideration.

Host important is a need for a close look at Mexican wage rates. Mexican wages 
are below those of the United States, but historically they have grown at a 
much faster rate. Between 1959 and 1964 the average real wage in Mexico grew 
at 9"i each year. Actual wage increases range from a low of 43! per year to a 
high of over 18% a year. At this rate Mexican wages on the average could be 
expected to double in less than a decade.

The '.ew Mexican labor law continues this trend. It not only pushes minimum 
wag?c 1,3 still higher, but adds more labor guarantees which are translated 
ini-. ,;.jsts for ousinessmen. It will also require firms to make some orovision 
<v. !".•) i.ousing for their workers; either in the form of firm-owned rental 
i.iiLs. subsidized rents, or the financing of houses for purchase by the workers. 
T .is latter provision will significantly raise either a firm's fixed investment 
u'- its variable costs.

The technological environment of the industry must also be of concern. Many 
Icibnr intensive industries of today are becoming more and more capital intensive 
as new machines evolve. As machines are becoming capable of replacing fingers, 
eyes and minds, much of today's hand work, clerical work and other labor 
consuming activities are slowly but surely being replaced by machines, and 
industry that is labor intensive today may be impacted by automation in the 
fut'ire and could conceivably find itself located in the wrong place at the 
wrong time.

Add to these economic considerations the intangible factors of the political 
environment, and the decision to go to Mexico becomes even more traumatic. 
There is still a vestige of mutual distrust and suspicion prevailing between 
the United States and Mexico. A vestige that is not going to be easily 
erased by current disucssions concerning Mexicanization of border industries; 
the American investor may well face a shared investment with a Mexican partner 
in the near future.

Mexican participation has no legislative foundation in Mexico. It is an 
administrative creation based on statutes that are already existing. This 
also creates a great deal of uncertainty in the minds of any potential 
businessmen. Each firm is handled individually. Machinery may be imnorted 
duty free or may be only 50*, or anywhere in between. What the decision of



3273

various secretaries in Mexico will be concerning materials, machines, and 
personnel, as well as tax status, are all areas of uncertainty.

Given this wide spread set of different cost considerations and indistinct 
political evaluations it is little wonder that, as our studies have shown, 
most firms moving into Mexico fall into two distinct categories:

First, those faced with a cost price squeeze that frequently forces a dynamic 
or dramatic locational decision. Thus, the last ditch alternative was the' 
decision to move operations overseas.

Second, those firms that have had previous experience in marketing, manufac 
turing or importing from outside the U.S. This experience induces management 
to include non-domestic solutions in the managerial set of alternatives. For 
these firms a Mexican location is not too different and indeed may be 
considered close to home.

THE CAUSE OF TRENDS UNDER 806.30 AND 807.00 - The long run upward trend of 
imports under items 806.30 and 807.00 has many causes. Primarily these reflect 
competitive pressures in international trade. Essentially the forces behind 
the long run trend would appear to be as follows:

(1) The increased competition from nations such as Japan and those in 
Hestern Europe whose real competitive advantages force U.S. business 
firms to take counter competitive action.

(2) The continuous disparity between labor markets and wage rate differen 
tials that exist throughout the globe.

(3) The claim by many businessmen that since the "Kennedy rounds" they 
need to utilize low cost labor abroad to manufacture goods or else to 
abandon the market to imported production.

(4) The increased complexity and component!zation of many products as well 
as changing production techniques that allow for a break or qap in the 
production and assembly process; which in turn permits a decentraliza 
tion or scattering of plant operations in the production and final 
assembly process.

Mexico's role in these long run competitive trends appears to be primarily 
one of diverting trade by competing with other non-U.S. locations, rather than 
an escalation of this trend by competition with domestic production. This 
diversion of foreign imports, as opposed to an increase in the total imports, 
does give credence to the argument that items 806.30 and 807.00 will not only 
allow U.S. business to be competitive with foreign competition but, with 
Mexican participation, it has the added advantage of creating a favorable 
economic impact on the highly depressed area of the United States borderland.

Trere is no doubt that the diversion argument is substantially true. If Mexico 
were to begin attracting a substantial number of economically viable industries
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from the United States, one would imagine that the border itself would notice 
the greatest impact. That is to say, that firms already located on the border, 
familiar with Mexico and things Mexican and able to arrange easy financial 
support would shift their base of operations or undertake expansion under the 
border program. There has, however, been no mass exocius of manufacturing 
firms along the border into Mexico.

In El Paso only two small local firms have taken advantage of the Mexican 
border program. One of these expanded its base of operations while the 
other does not represent a shift of location. !t was established as a twin 
plant and it is questionable whether it would have been ••<?];.-. to jur"ive 
competitively without part of its operation in Mexico, fer^i-ily it wcu.-.i . 
not be operatino. at its present size, as <t couH :ot ccr-per.e on the ~v!*.:n-i>. 
market that it is now in.

Other than ir. El Paso, only occasional , economc-i" ~y mdrcp'nal firms have beef 
in individual positions to take advantage of the borce*1 j'-rogram. T.ie'*? 'is;, 
been only a small immediate adverse impact on employment opportunities from 
production Averted to "•"exico. The basic industries located on the border 
continue to thrive, expand and compete by remaining in ill Paso and in oilier 
cities along the border. In El Paso there is no Question that this "osr. of 
jobs is less than the 922 new jobs already created oy the border pronram 
(expected to reach 1,527 by mid-summer 1970). Thr 'emcloynent sector of 
greatest expansion in El Paso is in the electronic co!ir.i"oi devices, .-(here the 
rate of growth was 322 in 1969. This expansion added only ?;$Q new JOBS, but 
each one is important in El Paso.

On the other hand, the University's Bureau of Econoioic ftesearcn has .luestionea 
piany of the firms existing in Juarez who use 307 and fuund that (a) they have 
other overseas plants involved operating under 807 or (b) have in the past 
depended upon foreign imports to supply the parts now produced in Mexico, or 
!c) would have to depend upon non-U.S. suppliers of goods if tney could not 
:>=e 807. For this majority of firms in El Paso and elsewhere along the horde 1", 
i'exico has become alternative to a non-U.S. location. An alternative that 
*hey have easily adopted because of the favorable managerial and transportation 
aspect of a Mexican, rather than a distant location.

It should be emphasized that for many of the firms which have no overseas 
assembly operations or component imports, their current operations would not 
have been economically feasible in a U.S. location. In nost of these cases, 
there is no doubt that the claim is legitimate, and not subterfuge. The mere 
type of operation, the low return and the significant importance of the wage 
bill indicates that these firms would not exist anywhere -- would not have 
created jobs for anyone — if production was not carried on under the Mexican 
border program.

CHARACTERISTICS OF MEXICAN IMPORTS TO THE U.S. UNDEK 806.30 AND 807.00 - The 
third question was "Does Mexico's entry indicate a significant change in 
international trade patterns under the provisions of items 806.30 and 807.00?"
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That is to say, the forces behind the movement of firms into Mexico may be 
the same as those causing other locational shifts, but the differences in 
their operations in Mexico, or the results of those operations may have a 
different impact on patterns of employment, waqes and international payments. 
The studies of our Research Bureau indicate that differences do exist for two 
reasons.

The first of these is that, for the most part, 807.00 imports from Mexico 
typically involve a higher per cent of U.S. component input in the total 
value than is true for most other areas. That is, most of the items imported 
from Mexico under 807.00 compete with other foreign supplies produced with 
either no U.S. components, or with a smaller per cent of U.S. components to 
total value.

Under items 806.30 and 807.00 the U.S. shares in some mix of domestic-foreign 
production as opposed to the alternatives of domestic production, with higher 
prices for protected goods, or dependence on imported foreign production. 
The ideal goal under this item would be for as high a domestic input as is 
economically possible. Our preliminary studies of 42 general items imported 
from Mexico under 807.00 indicate two trends:

(1) That the bulk of the trade lies outside of item 807.00, and represents 
no (or changed) U.S. contribution to value.

(2) That the share of the total which is imported from Mexico typically 
involves a substantial portion of 807.00 imports and a high per cent 
of U.S. inputs into total value.

The preliminary results of the study are presented in "Exhibit I", page 34. 
Unfortunately the study is not complete at this time, but we believe these 
trends will be substantiated. We will also be pleased to see that the final 
results are forwarded to this Committee when the research is completed, if 
desired.

If the early trends are substantiated it would indicate that the U.S. could 
improve its own position in our internal domestic market through 807.00 and 
Mexico's participation under this provision. It would do this largely at 
the expense of total foreign production and of imports with little or no U.S. 
components involved.

We point to two primary reasons why Mexican imports under 807.00 do now, and 
will continue to have a large portion of domestic production as a part of 
total value:

(1) Lower total transport costs (including shipping, communications,
schedules and inventory) to and from Mexico make it feasible to ship 
domestic components for assembly, rather than relying on foreign 
production.
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(2) A location almost within the U.S. facilitates both a physical and 
managerial linkage of domestic and foreign specialization of 
production that leads firms to attempt to compete on component nro- 
duction, rather than depend on totally foreign imports.

We are confident that our complete study will give strong support to the 
argument that the combination of 807.00 and Mexican participation will 
enlarge the share of U.S. production and participation in our internal 
market; that the domestic input will increase not only by a greater U.S. 
input into component parts of final goods, but also by increasing our competi 
tive position with imports that involve no U.S. components.

This, after all, is the theory behind 806.30 and 807.00 and Mexico's participa 
tion would seem to make that theory a more valid one. Logic, casual 
observation and the little empirical evidence as is available all seem to 
support the basic contention that items 806.30 and 807.00 strengthen, rather 
than weaken our competitive position.

There is one other aspect to a combination of 806.30 and 807.00 and Mexican 
participation on domestic employment and balance of payment conditions. We 
refer, again, to where the action is taking place. It is occurring within the 
interrelationships of the border economy. It is causing the location of 
U.S. twin plants and support operations along the border. It affects the mix 
of retail importing and exporting in border cities.

The economic lives of both sides of the border are bound up together.

SUMMARY - We have testified as to the need for more employment opportunities 
along the border. Every evidence indicates a net gain in jobs and income under 
the Border Industrial Program for this highly depressed area.

We conclude the following:

(1) Much of the concern over 807.00 is emotionally charged, and may well 
have been manufactured to soothe the frustrations of people who are 
seeking a devil to blame. Certainly it does not reflect the attitudes 
of the majority of border inhabitants of all socio-economic classes.

(2) Mexico's decision to participate in 807.00 adds one more alternative 
for firms caught in international competitive conditions and will 
primarily divert investment, assembly and employment from non-U.S. loca 
tions with only a minor job diversion from the U.S.

(3) The net gain to the U.S. in direct and indirect employment from Mexico's 
participation under items 806.30 and 807.00 is beneficial to the U.S. in 
general and more particularly to a section of this country which is in 
dire need of expanded job and income opportunities.
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"EXHIBIT r. 
SHEET 1 OF 1 

* MANUFACTURING OPERATIONS ESTABLISHED IN EL PASO AND JUAREZ AS A RESULT OF

THE MEXICAN PROGRAM FOR NORTHERN BORDER INDUSTRIAL DEVELOPMENT

Product
Fi rm Category

Acapulco Fashions Women's Garments
Advance Ross Electronics
American Hospital Supply Paper Garments
Baldwin Piano Electronics and

Piano Components
Boss Manufacturing Gloves
Coiicraft Electronics
Cowtortn Boot Company Western Boots
Chemical Producers Fertilizer
Components, Inc. Electronics
Essex International Electronics
Free Breeze Campers
Hallicrafter, Inc. Electronics
Hatch International Electrical
Kessler Industries Metal Furniture
A. C. Nielson Sales Promotion

Coupons
Ponderosa Wholesale Wood Products
Paper Novelty Decorations
R C A Electronics
Rosebud Importing Wood Products
Saunders Bootmakers Western Boots
Susan Crane Decorations
Software, Inc. Women's Under 

garments
Southwest Frame & Mi 11 work Wood Products
Sprague Electronics Electronics
Taylor Publishing Books
University Computer Co. Data Processing

Total Firms Listed ............
Total Firms in El Paso ..........
Total Firms in Ouarez. ..........
Total Current El Paso Employees. . . . . .
El Paso Employees by Midsummer 1970. . . .
Total Current Juarez Employees ......
Juarez Emolovees bv Midsummer 1970 . . . .

El Paso
Employment

45 (50)
12
0 (25)

30
40
0
0 (100)

20
0 (200)
0
0 (30)
50 (200)
24

175

3
20
0
0

75
10
0

40
139

89
150

..... 1

..... 2

..... 2

28
20
21

922
,527
,606
,706

Juarez 
Employment

350 250' 

0 (100)

100
70
50

225
20
0

30
26
0

23
100

350
160
17
350
75

250
40

0
60

0
0

* Compiled by the El Paso Chamber of Commerce, Business Development Department 
as of May 4, 1970.

() Indicates employment programmed to begin by midsummer 1970 in plant 
facilities under construction.
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"EXHIBIT B" 

SHEET 1 OF 1

* ECONOMIC & DEMOGRAPHIC COMPARISONS OF PERSONS WITH SPANISH SURNAMES 

CITY - EL PASO, TEXAS

I. Family Income Comparisons

Under $1 ,000 
$1 ,000 to $1,999 
$2,000 to $2,999 
$3,000 to $3,999 
$4,000 to $4,999 
$5,000 to $5,999 
$6,000 to $6,999 
$7,000 to $7,999 
$8,000 to $8,999 
$9,000 to $9,999 
$10,000 and over

Median Income: Families 
Fain. & Unrel. Indiv.

% of El Paso Families 
Mexican-American

6.56
10.61
16.50
17.40
14.43
11.66
7.44
5.50
3.33
2.09
4.43

$3,937
$3,501

% of all Families 
City of El Paso

4.29
6.93

10.84
13.05
12.31
12.09
9.45
7.26
6.10
4.47

13.15

$5,211
$4,568

11. Comparison of Other Demographic Factors

Estimated Population - 1969 
* of Population in Civilian

Labor Force
% of Labor Force Mexican-American 
% Employed 
% Unemployed 
% of Population Male, 14 years

Old and Over 
% of Population Female, 14 years

Old and Over 
Median School Years Completed

El Paso 
Mexican-American

158,900

31.65%
45.38%
90.06%

9.93%

26.83%

32.37% 
6.8

Total El Paso 
City

350,000 

31.69%

93.34% 
6.39%

30.05%

33.15% 
11.1

Calculations Based on 1960 Census of Population

Compiled by the El Paso Chamber of Commerce. 
April 1, 1970.

Research and Records Department,
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"EXHIBIT C" 
SHEET 1 OF 1

SUMMARY OF U.S. IMPORTS UNDER ITEMS 806.30 AND 807.00 

OF THE U.S. TARIFF SCHEDULES - 1966 - 1968

—————— Under Sec. 807.00 ——————— Sec. 806.30

TOTAL U.S. IMPORTS I/ 1966 1967 1968 1968 Apprx. 

Total value $889,800,890 $931,705,926 SI ,431 ,972,671 $122,000,000 

U.S. component value 113,272,063 146,659,801 225,743,422 65,000,000 

Value added 2/ 776,528,827 785,046,125 1,206,229,249 57,000,000 

% Foreign Value 87.2% 84.2% 84.22 46.7%

FROM MEXICO

Total value 7,045,495 19,306,985 73,419,032 1,200,000 

U.S. component value 3,618,820 12,302,807 49,670,705 800,000 

Value added 3,426,675 7,004,178 23,748,327 400,000 

% Foreign Value 48.6% 36.3% 32.3% 33.3%

Sec. 806.30 applies to articles of metal manufactured in the U.S. and exported 
for further processing.

Sec. 807.00 applies to articles assembled abroad of U.S.-product fabricated 
components.

!_/ Under Sections 807.00 and 806.30, TSUSA, United States Tariff Commission. 

2/ Enchanced value abroad.

Source: Foreign Trade Division, U. S. Bureau of the Census, Washington, D.C. 
Compiled by the McAllen, Texas Chamber of Conmerce.
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EL PASO
LABOR MARKET

"EXHIBIT D" 
SHEET 1 OF 2

W. H. TOWNSEND KPVAHD E. GRAVES 532-49J1 ''C-'. 
iilSTPJCT DIRECTOR ASS'T. DISTRICT DIRECTOR 21: 'Jpson Dr. .•iui

• J i : ;' V'^-afe.»rt» t«rf AbllHlM on Call ...'.. As Neat •&' Yaur TEC OHlcc

DECEMBER Nonagricultural employment rose substantially dur.L.-;g the past. :..O';th. The 
HIGHLIGHTS largest increase was marked up by retail stores a.3 Christmas extias -.-.'ere

added to local payrolls. Offsetting son;e of thp gain .in total employment, 
agricultural employment registered a normal seasonal decline. i:nen.ploynient dipped 2.1 
December, after climbing sharply in November. The local labor supply jxdseds tnipii:; 1 ->.i 
demands. The forecast for the next two months indicates total employn.er.t is =xpi:ctj.l 
to decline seasonally while unemployment shows a. moderate upvirc t.re:iri. ''\\> '-.I ?»...• 
labor force registered a healthy growth during calendar year 1964.

NONFARM KKPLQYMKMT Since mid-November, nonagriculturai employment advanced '-•/ " : "J 
HOSE IN DECEMBER employees. The largest increase was ff.arked UD ii -.ot.ail Lr,-.afj

as most stores added extra personnel just prior to Chr....c-»i;\ir,.
El Paso Sun Carnival activities were also responsible Tor numerous hotels, restanr im s, 
and amusement establishments hiring more employees during Dacemcor. Modest gaii.s were 
also recorded in construction, transportation, communications, utilities, whiles?-.*: 
trade, finance and federal government.

Manufacturing employment showed a net gain of approximately 100 salar.i «i .•orx-wo ^n 
December. The primary metals industry marked up the largest increase as one ^oci'. 
plant stepped up production. Manufacturers of food products, motor v-f-Mcle anr. •. m.ip- 
ment, apparel, and leather goods also hired additional workers the past mont.h.

AGRICULTURAL KMPLOYlffiHT During December farm employment dipped seasonally as i--,ca.: 
DfiCi,IH.i'':j SEASONALLY farmers laid off 500 workers, mostly cotton r,ir-"'.er;, as the

196/V cotton harvest neared completion. The increased use
<-f "i«:!ia"ic!»l ••••itt.on pickir.;; machinfis in the Kl Paso area har> reducer, the number o;' 
hand pf.-kers ruquired locally. With Public Law 78 Rxpiring Decsniber 31, 196,',. '.'•. is 
expected local farmers will expand their use of mechanical equie.-r.ent in the future ...-• 
Mexican Bracero labor will no longer be available under ouia proeram.

UNEMPLOYMENT DIPS Estimated unemployn.ent dippeu 1'rom the higher figure ; --port'.-d. :-.-. 
NOTICEABLY November. The present estimate of 5,000 compares to r,45'-' iaot 

month, 4,050 in October ard to 5,000 one year age. Thr; .;:irr. t
unemployment rate of 4.9 percent compares to ;>.3 percent in November, 4.0 percent in 
October, and to 5.0 percent in December 1963.

Following the pattern of previous years, unemployment is expected to rise gradually 
through the remaining winter months, then taper off as spring arrives and business 
again picks up momentum.
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LABOR SUPPLY The local supply of nonfarm applicants exceeds the current and anti- 
AMD DEMAND cipated labor demands in the El Paso Labor Market Area.

FORECAST SEASONAL Total employment is expected to decline by 1,050 within the 
DKCLIME IN EMPLOYMENT next two months. During this period, nonagricultural employers

are forecast to lay off 850 employees, a majority of whom were
extras hired for the Christmas rush during December. Faro c.-nployir.ent is also expected 
to dip by 200 seasonal workers as farm activity will be at a low point for the year. 
All of this decline is a normal pattern followed at this time each year in El Paso.

LABOH FORCE The El Paso Labor Market Area experienced a healthy growth during 
EXPANDS IN 3?64 1964. In comparison to December 1963, total employment rose by

1,300 workers for a gain of 1.4 percent over the year. It now
appears employment in El Paso County has overcome the slight sluir.p which took place 
during 1963.

The greatest over-the-year increase was marked up in the gara.er.t i;ar.ufacturing industry 
followed by retail trade, medical and professional services, government, and transpor 
tation and allied services. Very few industrial groups fell below last years level but 
primarily included construction, food manufacturing, petroleum products, and wholesale 
trade.

LABOR FORCE ESTIMATES AND FORECAST 
EL PASO LABOR MARKET AREA - EL PASO COUNTY

Item
Total Civilian Labor Force
Unemployment — Total

Female

Idled by Disputes
Employment — Total I/

Agricultural
Nonagricultural
Manufacturing
Construction
Trades
Government
Other Nonmfg.

Current
Dec. 1964
102,000

5,000
1,750

0
97,000
2,000
95,000
16,455
4,880

26,255
16,360
31,050

Prior
Nov. 1964
102,050

5,450
1,900

0
96,600
2,500
94,100
16,350
4,860

25,400
61,430
31,060

Periods
Dec. 1963
100,750

5,000
1,770

50
95,700
l.SOO
93,900
15,735
5,530

26,070
16,105
30,460

Anticipated
Feb. 1965
101,450

5,500
1,925

0
95,950
1,800
94,150
16,480
4,880

25,205
16,510
31,075

Monagri. Wage & Salary 83,375 82,475 E2.275 82,525

I/ Includes wage and salary workers, self-employed,unpaid faaily workers, and domestic 
in private households.

TiiXAS EMPLOYMENT COMMISSION OFFICES - EL PASO METROPOLITAN ARi-A 
Telephone 532-4901

,..u.-U' L. Donaho, Manager W. N. Blissit, Manager Alfonso Torres, Manager
l.L-tv.1 Office Claims Office Farm, Labor & Domestic
Olu :;. oanta Fe Street 618 K. Santa Fe Street 15U7 K. San Antonio Ave.
iil Paso, Texas El Paso, Texas El Paso, Texas
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HISTORY OF U. S./MEXICO TRADE 1967-1969

1967 1968 **1969

U. S. Exports to $1,221,600,000 $1,364,600,000 $1,176,100,000

U. S. Imports from 748,400,000 893,400,000 842,600,000

Difference $ 472,700,000 $ 471,200,000 $ 333,510,000

** Through October

Source: U. 5. Department of Commerce, Office of Business Economics, Survey of Current 
Business, December 1969. pp S-22-23.

Compiled by the El Paso Chamber of Commerce
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1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961

ALIENS APPREHENDED, ALIENS DEPORTED, 
YEARS ENDED JUNE 30

ar Apprehended

31 22,276
32 22,735
33 20,949
34 10,319
35 11,016
36 11,728
37 13,054
38 12,851
39 12,037
W 10,492
11 11,294
12 11,784
13 11,175
14 31,174
15 69,164
16 99,591
17 193,657
18 192,779
19 288,253
>0 468,339
)1 509,040
>2 528,815
>3 885,587
>4 1,089,583
>5 254,096
>6 87,696
>7 59,918
'8 53,474
>9 45,336 -
iO 70,684
il 88,823
>2 92,758
i3 88,712
>4 86,597
>5 110,371
>6 138,520
>7 161,606
18 212,667
>9 283,186

Total

29,861
30,201
30,212
16,889
16,297
17,446
17,617
18,553
17,792
15,548
10,938
10,613
16,154
39,449
80,760

116,320
214,543
217,555
296,337
579,105
686,713
723,959
905,236

1,101,228
247,797
88,188
68,461
67,742
64,598
59,625
59,821
61,801
76,846
81,788

105,406
132,851
151,607
189,082
279,281

AND ALIENS REQUIRED 
, 1931 - 1969

Aliens Expelled
Aliens

Deported

18,142
19,426
19,865
8,879
8,319
9,195
8,829
9,275
8,202
6,954
4,407
3,709
4,207
7,179

11,270
14,375
18,663
20,371
20,040
6,628

13,544
20,181
19,845
26,951
15,028
7,297
5,082
7,142
7,988
6,829
7,438
7,637
7,454
8,746

10,143
9,168
9,260
9,130

13,725

"EXHIBIT F"
SHEET 1 OF 1 

TO DEPART

Aliens Required
To Depart

11,719
10,'775
10,347
8,010
7,978
8,251
8,788
9,278
9,590
8,594
6,531
6,904

1 1 ,947
32,270
69,490

101,945
195,880
197,184
276,297
572,477
673,169
703,778
885,391

1,074,277
232,769
80,891
63,379
60,600
56,610
52,796
52,383
54,164
69,392
73,042
95,263

123,683
142,347
179,952
265,556

46-127 O - 70 - pt. 11 -- 18
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"EXHIBIT jT. 
SHEET 1 OF 1

RETAIL PURCHASING BY RESIDENTS OF MEXICO 
IN EL PASO, TEXAS

EL PASO SHOPPERS SURVEY

In what city do you live?

El Paso 65.8%

Juarez 25.5

Texas (Outside El Paso) 0.2

Mexico (Excluding Juarez) 4.3

New Mexico 4.0

Other United States 0.2

Where is head of the household employed?

El Paso 64.1%

Juarez 18.8

Texas (Outside El Paso) 3.2

Mexico Excluding Juarez) 4.1

New Mexico 4.1

Other United States 1.5

Other 0.6

Unemployed or Retired 3.6

ANNUAL SHOPPERS GOODS* SALES VOLUME IN EL PASO 
FROM RETAIL PATRONAGE ORIGINATING IN MEXICO

(In $000's)

El Paso 
Metropolitan Area

Source of 
Patronage

Ciudad Juarez

Other Locations 
In Mexico

Total

Sales
Vol ume

$24,469 

4,300

$28,769

Percent 
of Total 

Volume

17% 

3

20%

Down town 
El Paso

Sales 
Volume

$18,898 

2,907

$21,805

Percent 
of Total 

Volume

26% 

4

30%

Outlying 
Retail Locations 

Percent 
Sales of Total 
Volume Volume

$5,571 

1 ,393

$6,964

8% 

2

10%

* Shoppers Goods are merchandise subject to longer-term consumption (as
opposed to daily consumption) and are usually found in commercial districts 
or shopping centers which serve the community (or a region) rather than 
only neighborhood trading areas.

Source: Real Estate Research Corporation, Field Survey. Community Economic 
Analysis - El Paso August 1966.
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"EXHIBIT I"

DETAIL OF IMPORTS UNDER 807.00 TO THE U.S. SHEET ] ° F 5 

BY COMMODITY IN 1968; WORLDWIDE AND FROM MEXICO

General Import trade statistics were obtained for 1968 from The U.S. 

Department of Commerce, 3ureau of the Census publication FT 2A6/1968 Annual, 

import- statistic:- under 807 were obtained from the U.S. Department of Commerce, 

Bureau of the Census, Foreign Trade, Processing and Systems Division (unpublished 

c'ata) . Relevant analysis was made of items which were imp' '"t"?nt (e.g. over 

5300,000) imports from Mexico under 807 in 1968. Specifical'v the following 

were exam-ned:

fa) the importance of 80? to total import trade in the item

(b) the importance of Mexican imports to total import trade in the item

(c) the portion of the item composed of U.S. components in Mexican 

imports under 807

(d) the portion of the item composed of U.S. components in the total

import trade of the item.

The important trade items fell into three general tariff classifications 

with the following two items being the most important in terms of total imports: 

!. Schedule 3—Textile Fibers and Textile Products 

! .1 TSUSA No. 38258'(0

Womnns and Girls Wool Knit Skirts Not Orn over $5. lb 

1968 value of total imports $l'(,2't'( ,801 

Percent of Mexico to total import 2.6%

Percent of all 807 to total import 2.7% 

Percent imported with no (or form

changed) U.S. component 97-3%
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Percent of U.S. components I r. i tern

imported from Mr~ieu under 607 83. 5£ 

Percent of U.S. components in items imported

from all countries 2.2% 

1.2 TSUSA No. 3825880

Womer.o and Girls Wool Knit Outerwear NES Not Over $5. lb.

1968 value of total imports 

Percent of Mexico to total import 

Percent of all 807 to total import 

Percent imported with no (or form

changed) U.S. components 

Percent of U.S. components in items

imported from Mexico under 80? 

Percent of U.S. components in items

imported from ail countries 

2. Schedule 6--Metals and Metal Products 

2.I TSUSA No. 6765200

Office Machine Parts NES 

1968 value of total imports 

Percent of Mexico to total import 

Percent of all 807 to total import 

Percent imported with no (or form

changed) U.S. components 

Percent of U.S. components in item imported

from Mexico under 807

$13,388,039 

It. 2% 

k.1%

95-7*

87.6%

3.6%

$50,324,301 

3.0*

54.4
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Percent of U.S. components in item imported

from alI countries 20.6% 

2.2 TSUSA 6352015

T.V. Receivers, Monochrome, Screen over 10 inches

'968 value of total imports $65,273,256

Percent of Mexico to total import ~.7% 

Percent of all 807 to total import 20.61 

Percer.t imports with no (or form

changed) U.S. components 79.'i? 

Percent of U.S. components in items

imported from Mexico under 807 70.9? 

Percent of U.S. components in items

imported from all countries 6.7%

3. Schedule 7~~ Specified Products; Miscellaneous and Nonenumerated Products 

3.1 TSUSA No. 7I2A900

Elec. Measuring Etc. Devices NSPF and Parts Theieof 

1968 value of total imports $49,816,683 

Percent of Mexico to total import .9% 

Percent of all 807 to total import 10.2% 

TercenL imports with no (or form

chdnyed) U.S. components 89. 8<; 

Percent of U.S. components in items

imported from Mexico under 807 78.22 

Percent of U.S. components in items 

imported from all countries
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3.2 TSUSA No. 7373050

Toys, Not Having a Spring Mechanism NSPF 

1968 value of total import 

Percent of Mexico to total import 

Percent of all 807 to total imports 

Percent imports with no (or form 

changed) U.S. cor.iponenl

$17,292,752 

4.6* 

5.1*

94.9*

Percent of U.S components in item imported

from Mexico under 807 83.1*

Percent of U.S. components in items

imported from all countries 4.0%

The following conclusions can be drawn from the proceeding summary

statistics of important imports:

(a) Mexico's portion makes up a small portion of total imports. 

(2.6*; 4.2*; 3.0*; 3-7*; -9*; 4.6*;)

(b) Imports under 807 for most of these key items is a relatively 

small portion of the total trade. (2.7*; 4.3*; 45.6*; 20.6*; 

10.2*; 5.1*)

Consequently, the amount of goods imported into the United States 

with no U.S. component (or, if such components are included, their 

form has been changed) generally make up the bulk of the trade. 

(97.3*; 95.7*; 54.4*; 79.4* 89.8* 83.1*;) This portion 

represents substantially zero United States contribution. 

These good, however, compete in the internal U.S. market.
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(c) Therefore, the portion of U.S. components used in the

Mexican goods imported under 807 (83-5?; 87.6%; 62.0%; 70.9?; 

78.21; 83.!%;) is much greater than the U.S. portion found in 

all imports (2.2%; 3.6S; 20.61; 6.7%; 2-7%; b.0%;). It can 

therefore be concluded that total U.S. portion can be increased 

by (1) stopping the flow of all goods with zero or low United 

States components or (2) emphasizing the use of 807, especially 

wi th Mexi co.
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CALIFORNIA COUNCIL FOR INTERNATIONAL TRADE,

San Francisco, Calif., May 15,1970. 
Hon. WILBUR D. MILLS,
Chariman, House Ways and Means Committee, 
House of Representatives, Washington, D.C.

DEAR MR. MILLS : The Board of Directors of the California Council for Inter 
national Trade has taken the position that Sections 807 and 806.30 of the U.S. 
Tariff Schedule, now subject to repeal, should be retained. 

Reasons for the Board's decision are stated on the enclosed sheet. 
On behalf of the Board of Directors and the members of the CCIT, I also urge 

you to give due consideration to this matter and take all possible steps to retain 
this important part of the Tariff Schedule. 

Thank you for your cooperation. 
Sincerely yours,

G. B. LEVINE, Chairman.

SECTIONS 806.30 AND 807 OF THE U.S. TARIFF SCHEDULE

We are also enclosing for your consideration, a copy of CCIT's position urging 
the Tariff Commission to retain Section 806.30 and 807 of the U.S. Tariff Sched 
ule, now subject to repeal.
The following reasons are given :

1. The Sections as they exist improve the competitive position of many U.S. 
companies both in the U.S. and foreign markets and, on balance, are a positive 
factor in the health of the U.S. economy. Organized labor has expressed a strong 
concern for maintaining full employment in the U.S. economy. The CCIT shares 
this concern and submits that Sections 806.30 and 807 contribute to full employ 
ment by stimulating demand for U.S. goods and services in at least four ways:

a) As a result of advanced U.S. technology and Sections 806.30 and 807, for 
eign manufacturers find it advantageous to buy U.S. components, based on both 
quality and price. In many cases, U.S. components are competitively priced only 
because a portion of the manufacturing is performed abroad. Repeal of the Sec 
tions would most likely result in the purchase of non-U.S. components by foreign 
manufacturers.

b) U.S. manufacturers, having a portion of their productive capacity abroad, 
are able to compete more effectively for foreign sales, thus stimulating domestic 
production.

c) Overseas facilities permit U.S. manufacturers to be price competitive in 
the U.S. market where many foreign manufacturers are selling aggressively.

d) The U.S. shipping and air cargo industries benefit positively from the need 
to move goods back and forth in international trade.

2. Repeal of the Sections would weaken the competitive posture of U.S. manu 
facturers, thereby strengthening foreign competition. The result would be higher 
imports, lower exports, and a serious negative effect on the U.S. balance of 
payments.

3. The Sections have resulted in a strengthening of the economies of many 
countries including Mexico, Hong Kong. South Korea, Taiwan, and Singapore, 
and have done so with a net positive effect on the U.S. economy. Repeal of the 
Sections would not only injure the U.S. economy, but would disrupt the economies 
of the countries mentioned above, and would have a deleterious effect on U.S. 
relations with these many countries.

4. CCIT has consistently supported, and continues to support, legislation which 
promotes the free flow of U.S.-made goods in international trade. The Sections 
as they now stand encourage this free flow.

COMMERCE AND INDUSTRY ASSOCIATION OF NEW YORK,
New fork, N.7., May SI, 1970. 

Hon. WILBUR D. MILLS, Chairman, 
House Ways & Means Committee, 
House Office Building, 
Washington, D.C.

DEAR CONGRESSMAN MILLS: The Commerce & Industry is the service 
chamber of commerce for New York State and the New York metropolitan area.
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It's membership includes some 3,500 business companies, with more than half 
of them engaged directly or indirectly in international trade.

Over the years American industry has been acutely aware of Item 807.00 of the 
Tariff Schedules of the United States, which permits an American manufacturer 
to export articles for assembly abroad and to import the assembled product 
without the payment of duty on the United States components but only on the 
costs of assembly.

The law is very explicit in that no act of manufacture shall be performed 
on such articles abroad. Thus, while the United States articles can be com 
bined into an assembly overseas, they may not be advanced in value or improved 
in condition except by having been so assembled. This provision also allows the 
imported article to contain components manufactured in another country and 
there assembled along with the United States components into a completed 
product. When such an article is imported into the United States, import duty 
is not assessed on the cost or value of its United States components.

Hundreds of United States manufacturers have enjoyed the benefits of Item 
807.00 TSUS, and this privilege has contributed significantly to their ability 
to offer diversified products at competitive prices in the domestic market to the 
benefit of the American consumer.

We believe that Item 807.00 should remain a part of the Tariff Schedules of 
the United States and be available to American industry for use whenever 
it is deemed appropriate. For that reason H.R. 14188, a bill to eliminate Item 
807.00 TSUS, should be defeated.

Please make this recommendation a part of the record of Committee hear 
ings on Foreign Trade Policy. 

Respectfully,
VINCENT J. BRUNO, Director.

STATEMENT OF FRANK BIBKHEAD, JE., MANAGER, McAixEN INDUSTRIAL BOARD
Gentlemen: This written statement is presented in lieu of all testimony by 

the McAllen Industrial Board, McAllen, Texas, as a representative of the City 
of McAllen and the McAllen Chamber of Commerce, together with a group of 
interested businessmen from Reynosa, Tamaulipas, Mexico. This statement and 
argument is presented on behalf of the domestic producer (Form-O-Uth Com 
pany, Gardena, California, and its Mexican affiliate, Rey-Mex Bra de Mexico, 
S. A.), other potential domestic users and the general labor interests of the 
United States-Mexico border city of McAllen, Texas.

Attached as Exhibit A is a map of the United States-Mexico border, which 
shows the relative location of McAllen, Texas, and Reynosa, Tamaulipas.

The MeAllen Industrial Board, which is a joint-venture agency in industrial 
development sponsored by McAllen's municipal government and McAllen Cham 
ber of Commerce, supports the retention of items 806.30 and 807.00 of the Tariff 
Schedules of the United States (TSUS).

The basic reasons for this support are: (1) the development of industry in the 
McAllen-Reynosa area of Texas, (2) the further development of a "good-neigh 
bor" atmosphere between the United States and Mexico, and, (3) the strengthen 
ing of the bond between the United States and United States producers which 
must rely on the responsibility and reliability of the laws promulgated by their 
lawmakers.

Of primary concern to both U.S. producers and the labor market of the U.S. 
represented by the AFL-CIO is jobs. No one disputes that the area in which 
McAllen, Texas, is located has need of industry to create jobs. The Form-O-Uth 
Company has committed itself to build a plant in this area. Such commitment 
was done solely on the strength of a successful application of items 806.30 and 
807.00 TSUS. Other U.S.-Mexico border cities who now have such industries have 
put local unemployed people in gainful occupations, and the McAllen Industrial 
Board believes such success will breed further industrial plants—but not without 
the retention of the items of TSUS in dispute. The obvious alternative seems to 
be well publicized—the purchase of products from the Far East.

Thus, we are brought to the question of the extension of the "good-neighbor" 
policy between Mexico and the United States. Again, U.S. labor has played a
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great part in the successful application of items 806.30 and 807.00. Without the 
U.S. labor fabricating this machinery and raw materials used in the plants in 
Mexico, there could be no operation to utilize the particular items of TSUS. 
Would the labor forces in the U.S. exert their weight to dry up the manufacture 
of this machinery and material? Particularly, if such action resulted in further 
importation from the Far East—without benefit of U.S.-made machinery and 
parts.

It is interesting at this juncture to notice that the U.S. Bureau of the Census 
reports that the imports from Mexico in 1968 under item 807.00 amounted to 5.1 
percent of the total dollar volume of imports into the U.S. from all foreign 
countries. Of this amount, 22 percent of the dollar value from Mexico under 
this section was U.S. component value. Only 0.2 percent of the value was added 
in Mexico. Thus, the extinction of items 806.30 and 807.00 will actually harm U.S. 
labor more than Mexico. If we are to protect U.S. labor, these items must be 
retained. Attached as Exhibit B is a breakdown of these imports.

Finally, it must be urged that the conscience of the United States is at stake in 
the suspension of items 806.30 and 807.00. In reliance upon the TSUS, the Mexi 
can Government in 1965 began its Border Industrialization Program. Encouraged 
by Mexico and approved by the U.S. Government, American businessmen by 1969 
had plant investments in the Republic valued at more than $200 million (U.S. 
Oy.). Unless these businessmen can rely upon their own government, to whom 
must they now turn? The labor forces that made the machinery and materials 
used by the business interests must join forces to insist upon the United States 
maintaining its responsibility and reliability toward them—and the Republic of 
Mexico.

The McAllen Industrial Board respectfully urges the House Ways and Means 
Committee to find that Items 806.30 and 807.00 TSUS be retained.

Exhibit A

HOUSTON*

EL RIO *S*N ANTONIO 

AGLE PASS

NUEVO LAS EDI

United States -Mexico Border
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EXHIBIT B.—MEXICO CONTRIBUTES ONLY NOMINALLY TO U.S. IMPORTS UNDER SECS. 807.00 AND 808.30 OF THE

U.S. TARIFF SCHEDULES

Under sec. 807.00

1966 1967
——— Sec. 806.30.1968 

1968 approximate

Total U.S. imports:!

U.S. component value., _ _ .. __....
Value added 2.

From Mexico:

U.S. component value.. .... _ ......

Mexico as a percentage of total U.S. imports: 
Total value ....

•r- -, — ,

113,272,063
776, 528, 827

7, 045, 495

3, 618, 820
3, 426, 675

0.8
3.2
.4

v ' '
146, 659, 801
785, 046, 125

19, 306, 985

12, 302, 807
7, 004, 178

2.1
8.4
.8

r ' "''""-I

225, 743, 422
1, 206, 229, 249

73, 419, 032

49, 670, 705
23, 748, 327

5.1
22.0

.2

i
65, 000, 000
57, 000, 000

1, 200, 000

800, 000
400, 000

1
1
1

> Under sees. 807.00 and 806.30, TSUSA, U.S. Tariff Commission. 
2 Enhanced value abroad.
Note: Section 806.30 applies to articles of metal manufactured in the United States and exported for further processing; 

sec. 807.00 applies to articles assembled abroad of U.S. product fabricated components.
Source: Foreign Trade Division, U.S. Bureau of the Census, Washington, D.C.

Re: H.R. 14188

GTTLF+ WESTERN INDUSTRIES, INC.,
Washinffton, D.O., June 15, 1970.

Mr. JOHN M. MABTEN, JR.,
Chief Counsel, Committee on Ways & Means,
Washington, D.C.

DEAR MB. MARTIN : In accordance with the announcement issued by Chairman 
Mills on May 4,1970, we wish to express our opposition to H.R. 14188, at least to 
the extent that the bill would be applicable to all countries.

Gulf+Western Industries, Inc. has a vital interest in the outcome of the 
Committee's consideration for the reason that the company has substantial in 
vestments in the Dominican Republic, unrelated to U.S. imports which would be 
affected by H.R. 14188. Gulf+Western is attempting to bring stability to that 
country by providing, among other things, light manufacturing facilities for 
other persons in an industrial free zone in that country which will provide em 
ployment for its citizens and investment opportunities in many new business 
enterprises. Enactment of H.R. 14188 would drastically curtail the establishment 
of small enterprises in the free zone.

A repeal of Section 807 of the Tariff Schedules would serve to penalize the 
less developed countries, especially in the Western Hemisphere, by denying those 
countries access to the U.S. market. It would penalize both U.S. workers and in 
dustry to the extent that U.S. exports of raw materials and semi-finished goods 
could not be further processed in foreign countries, thereby reducing U.S. exports 
and curtailing employment of U.S. workers whose jobs are to produce such raw 
materials or semi-finished goods. Passage of the bill would result in increased 
prices to the consumer.

Rather than enacting H.R. 14188. the Committee might be well advised to ex 
plore methods which would improve the access of the developing countries to not 
only the U.S. market, but to markets of developed countries in general.

However, if the findings of the Committee are such that some modification of 
Section 807 of the Tariff Schedules is found to be a necessity, as part of the over 
all balance of trade problem facing our country, it is submitted that in order 
to encourage and assist the severely less developed countries in the Western 
Hemisphere and to keep our long-standing promises to those countries, then the 
approach as set forth in Section 955(c) of the Internal Revenue Code of 1954 
should be adopted. If exports and re-imports to Mexico is a substantial problem 
in this connection, perhaps it may be necessary to classify Mexico as a developed
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country for this purpose. Certainly Mexico, in many respects, is one of the emerg 
ing nations which is far ahead in its economic achievements than the Dominican 
Republic or Haiti, for example.

We feel that passage of H.R. 14188, as it now stands, would be a breach of 
good faith and of the many promises made by both the executive and legislative 
branches of government to the less developed countries and would result in 
long range economic and political repercussions which would be detrimental to 
the United States. It is recommended that preferential treatment be accorded 
to the truly less developed countries of the free world rather than discriminatory 
treatment, as would result from passage of H.R. 14188. 

Yours very truly,
VICTOR L. NUTT, Washington Counsel.

STATEMENT OF C. E. SPOBCK, PRESIDENT, NATIONAL SEMICONDUCTOR CORPORATION
I. SUMMARY OF COMMENTS AND RECOMMENDATIONS

A. Item 807.00 contributes to allowing the company to compete effectively with 
foreign manufacturers on a world-wide basis and, therefore, stimulates growth 
in domestic employment and capital investment.

B. The repeal of Item 807.00 would result in the exportation of employment 
and capital investment which would otherwise take place in the United States.

C. Item 807.00 should be revised so that the value of all American-made goods 
exported and subsequently imported with value added is duty free regardless of 
the kind of overseas assembly, fabrication, processing or other manipulation to 
which the goods have been subjected.

II. THE 807.00 OPERATIONS OF THE COMPANY

National Semiconductor Corporation ("National") manufactures certain solid 
state electronic components, namely, transistor and integrated circuit devices. 
These devices, which are part of a broader classification of products known as 
semiconductors, are principally used to amplify, switch or otherwise control 
electric current and are utilized in virtually every type of electronic system. Be 
cause of minute size, high reliability and decreasing prices, the use of semicon 
ductors, particularly integrated circuits, has greatly expanded and the construc 
tion of increasingly more complex electronic systems has been facilitated.

The corporation's domestic faeUities manufacture the basic devices and ship 
many of them- abroad -for assembly along with other components of U.S. source. 
National has two domestic manufacturing facilities. These facilities, located in 
Santa Clara, California and Danbury, Connecticut encompassed approximately 
400 employees in 1968 and a capital asset investment of approximately $4.3 million 
as of June 1, 1968. As of December, 1969, these facilities encompassed more than 
1,400 employees and a capital asset investment of approximately $10.8 million. 
Substantial expansion of the Santa Clara facility is anticipated within the next 
few years.

National's wholly-owned subsidiary in Singapore, which accounts for approxi 
mately % of National's 807.00 operations and a capital investment of less than 
$2 million, employed approximately 1,000 persons as of December, 1969 (the 
remainder of National's 807.00 operations are conducted by independent 
subcontractors).

Item 807.00 has allowed National to offer a pricing structure for its products 
which is competitive with the pricing structure of foreign manufacturers in the 
world-wide market place and, thereby, has contributed to the aforementioned 
growth in National's domestic employment an-1 capital investment. Without the 
ability to compete effectively on a world-wide basis, National's substantial 
growth in domestic employment and capital investment would not have occurred.

In addition, the aforementioned growth of National has caused its suppliers 
to increase their employment and capital investment to service National's needs. 
In order to produce semiconductor devices, National purchases substantial 
amounts of material from U.S. sources. During the fiscal year ended May 31,1969, 
such purchases amounted to approximately $3.9 million, and during the fiscal 
year ended May 31, 1970, such purchases amounted to approximately $7 million.
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During the period 1968-1969, item 807.00 has contributed to allowing National 
to reduce the prices of many of its products. These price reductions have stimu 
lated growth in sales, which in turn has stimulated growth in National's domes 
tic employment and capital investment. These price reductions have also aided 
in combating inflation by enabling National's customers (mainly equipment man 
ufacturers) to hold down their costs and, in turn, their prices to the ultimate 
consumers.

It is clear to National that the benefits of having and using item 807.00 are 
substantial. Indeed, that provision of law is very important to the continued 
growth of National's domestic facilities. Item 807.00 is not merely a convenience 
and certainly not a loop-hole. It has permitted National to allocate its resources 
in the most economical and competitive way, which, in turn, has accrued to the 
net advantage of the American worker, producer, and consumer. It has allowed 
National to compete effectively with foreign competition in the United States 
and other parts of the world while continuing to utilize the superior skills of 
American labor for other than the relatively simple and less expensive tasks.

The ability to compete effectively with foreign semiconductor manufacturers 
on a world-wide basis has permitted the tremendous growth experienced by Na 
tional as well as the rest of the American semiconductor industry.

HI. AFFECT OF ITEM 807.00 BEPEAL

How would the repeal of item 807.00 affect National? It would not mean that 
National would go out of business. National would continue to grow. But it 
would do so increasingly at the expense of the economy of the U.S. Without 
item 807.00, National would have to pay full duty on the entirety of articles 
assembled abroad and, therefore, in order to compete effectively with foreign 
producers, certain adjustments would be necessary. For example, the cost of 
materials purchased from overseas suppliers is typically less than the cost of 
comparable materials purchased from U.S. sources. Thus, absent a compensat 
ing duty provision such as item 807.00, National would have to rely heavily on 
the overseas manufacture, as well as assembly, of materials and, possibly its 
products. To compensate for the extra cost imposed by the repeal of item 807.00, 
there would be an overall contraction of National's domestic operations and a 
marked shift of personnel and technology to facilities abroad.

What would be some of the consequences of such a contraction in this country? 
First, National would purchase less of its materials from domestic suppliers and 
begin to obtain them from foreign sources close to its overseas facilities. The 
current U.S. suppliers of National would inevitably have less business in the 
event of item 807.00's repeal. Second, although a substantial work force would 
continue to be needed in our domestic plants, the number of U.S. production 
workers would stop increasing. However, additional workers would be hired 
abroad. The repeal of item 807.00 would mean the exportation of new jobs.

Third, National would establish new manufacturing, as opposed to assembly, 
facilities abroad rather than in the United States. Thus, the loss of new jobs 
would be accompanied by the loss of economic benefits to be derived from new 
capital investiment in this country. This is perhaps less dramatic than the loss 
(if new jobs, but the impact would be felt nevertheless. Fourth, since the repeal 
of item 807.00 would result in an increase in the foreign material and labor con 
tent of National's products and the U.S. material and labor content of these 
products would be reduced, National's favorable balance of trade would be re 
duced, if not eliminated.

In National's experience, item 807.00 has aided the company's growth and has 
allowed National to avail itself of the technological superiority of labor in this 
c-rmntry while competing successfully with foreign manufacturers in the U.S. 
and other markets. Without item 807.00 National's thriving domestic operation 
may diminish, even though National will continue to fare well as a multinational 
company.

IV. SUGGESTED REVISION OF ITEM 807.00

Schedule 8 of the Tariff Schedules of the United States contains several pro 
visions that relate to American articles that are advanced or improved abroad. 
Each of these provisions contains certain limitations that originated from rul 
ings of the Bureau of Customs under the Tariff Act of 1930. As a result, item 
807.00 applies only to imports of American-made components which are assem-



3298
bled abroad and cannot be used if those components are changed in form or 
shape or further fabricated abroad. Another provision of schedule 8; namely, 
item 806.30, which applies only to imports of the non-precious metals portion 
of American components processed abroad, requires further processing in the 
United States.

Viewing these provisions together and disregarding their arbitrary limitations, 
they appear to rest on one underlying concept. That is, the value of American 
goods that have been manipulated abroad and now return as an imported prod 
uct should not be part of the dutiable value of the import. In other words, duty 
should be paid only on the value that is added abroad.

This is a valid concept. If a product is to be imported, surely it is better that 
it contain some American-made articles rather than none at all. However small 
the domestic component, it represents the productive use of American labor and 
capital and reduces the negative impact that the import has upon our balance 
of trade and balance of payments.

This corporation therefore suggests that the several provisions in schedule 8 
concerning American articles advanced or improved abroad be replaced by a 
single provision. Subject to the obvious need of the Bureau of Customs to deter 
mine what are the American components of an import, this single provision 
should allow any American-made good to return duty-free, regardless of the kind 
of assembly, processing, fabrication, or other manipulation to which it has been 
subjected. If this were permitted by law, domestic manufacturers feeling the 
impact of foreign competition would have an alternative to closing their domestic 
plants and investing abroad. They could continue to expand their more advanced 
production in this country and have the final steps of manufacture take place 
abroad, if necessary.

Such flexibility has assured the existence of a thriving American semicon 
ductor industry, and may do the same in other industries as well.

v. CONCLUSION
In considering the item 807.00 issue, National's greatest concern is that its re 

peal would lead to one of two equally undesirable results in those industries con 
cerned. On the one hand, it could lead to a leveling-off of economic activity in 
this country and the exportation of economic growth. On the other hand, it could 
lead to even more rigorous efforts to impose import restrictions on foreign prod 
ucts. Either result would be unfortunate and unnecessary as well. Item 807.00 
permits National and possibly many other companies to make an increasing con 
tribution to the American economy while competing successfully in the U.S. 
and other markets. An expansion of item 807.00's fundamental concept along 
the lines suggested above would give some companies an economic tool that would 
be in their interest, in the national interest, and attuned to the rigorous demands 
of world competition. ____

STATEMENT OP GENERAL TIME CORPORATION
This statement is filed on behalf of the General Time Corporation, an Ameri 

can corporation which manufactures clocks, clock movements, clock timers, 
industrial timers and equipment, time systems for government use, and ordnance 
products. All of the Company's manufacturing operations are in the United 
States. This statement does not comment on H.R. 14870, the "Trade Act of 
1969." Rather, it deals specifically with H.R. 14188 which proposes the repeal of 
Tariff Item 807 under which for many years American products assembled 
abroad have been allowed to reenter the United States without duty on the 
value of the American components.

The repeal of Tariff Item 807 would have an acutely detrimental impact on 
General Time's Precision Products and Parts Division which has 1,500 em 
ployees and approximately $20,000,000 annual sales. This impact would be detri 
mental not only to the Company's profits, but also to American workers and 
the United States balance of payments. Thus the presentation of the specific 
facts relating to he case of the Precision Products and Parts Division is war 
ranted as a cogent example of the disruption which can result from the repeal of 
Item 807.

The most important products sold by the Precision Products and Parts Divi 
sion are timer for clock radios, including Digital Electric Timers and Synchro-
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nous Electric Timers. In 1969, 26% of the Division's sales were clock radio timers. 
By 1971, 48% of sales will be clock radio timers. See Appendix I.

An increasing portion of the Division's clock radio timers are sold to customers 
who ship them overseas for assembly and reimport them duty free under Item 
807. The ability to reimport the timers duty free is a major factor in the cus 
tomer's decision to purchase from General Time rather than from far eastern 
manufacturers. Synchronous electric timers are the clocks used in most clock 
radios. In 1968, 47% of the Division's synchronous timers were used in 807 trade. 
By 1971, 80% of these timers will depend on Item 807. Digital timers, which 
represent the time with a numeric display rather than with hands and a dial, 
have recently become popular. Since late 1968, the Company has spent approxi 
mately $400,000 designating a digital timer and tooling-up for production. It is 
predicted that in 1970, 75% of the Company's digital timers will depend on 
Item 807; and that by 1971 80% will depend on Item 807. In sum, in 1968 and 
1969, 49% and 44% of the Division's clock radio tinier sales depended on Item 
807. For 1970 and 1971 75% and 80% of timer sales will depend on Item 807. By 
1971, 40% of the Division's total business will depend on Item 807.

The increasing dependence of the Division's customers and the Division on 
Tariff Item 807 is caused by a shifting in the radio manufacturing and assembly 
business away from the United States to the less developed Far East where 
lower labor prices make production more economical. In 1968, 38% of the 
clock radios sold in the United States market were assembled abroad. By 1971, 
it is predicted that 71% will be assembled abroad. See Appendix II. At this 
time only one major U.S. manufacturing company and two importing concerns 
will have any clock radio assembly operations in the United States. The economies 
of foreign assembly are so great that there is virtually no chance of a movement 
of assembly operations back to the United States. Even European radio makers 
(e.g., Grundig) have gone to the Far East to buy radio assemblies. In addition, 
it should be noted that partial assembly in the United States (for example, 
installation of clock radio timers after import of the radio) has been found 
not to be feasible by several major U.S. manufacturers, because of U.S. labor 
costs and the costs of unpacking, repacking, retesting and reshipping.

Until a few years ago all of the synchronous timers for radios sold in the 
U.S. were produced in the U.S., with General Time producing about 50% of 
timers sold in the noncaptive market, and General Electric producing the rest.* 
To date there have been no Japanese or other foreign synchronous timers en 
tering the U.S. market. We believe that this is due in substantial part to the 
existence of Item 807. The Japanese do, however, successfully manufacture 
digital clock radio timers in direct competition with General Time. The predic 
tion is that they will ahcieve a greater share of the clock radio market through 
this product. See Appendix II.

At present the U.S. tariff on a timer with a backplate of less than 1.77 inches 
is $.52 under Tariff Item 720.02, without any additional a& valorem duty. By 
1972 this duty will be reduced to $.37. Under recent Customs Bureau interpreta 
tions almost any clock radio timer can be brought within the specifications of 
Item 720.02.

In the case of radios assembled in the Far East, the $.37 tariff on foreign 
timers will be practically equalled for American timers by the cost of shipping, 
handling, financing and administration which is generally $.25 to $.30 per timer. 
Thus, with these costs, the United States radio manufacturers who buy timers 
from General Time for use in 807 trade lose most of their tariff advantages.

The repeal of Item 807 would add at least $.37 to the cost of overseas assembly 
of an American clock radio timer. With this cost added to shipping costs, General 
Time would be in a sub-competitive position vis-a-vis Far East manufacturers 
who can use extremely low-cost labor for all the components in their products. 
Thus, General Time's customers would turn to the Far East manufacturers, 
probably buying from them complete clock radio units including timers.

By taking advantage of their lower labor costs and the additional shipping 
costs. Far Eastern manufacturers would easily be able to drive General Time 
out of the clock radio timer market for radios assembled in the Far East. With 
71% of the clock radios sold in the U.S. market assembled in the Far East by

*The Japanese do, however, produce some of these standard timers for use in their 
own market; and they are able to do so nt competitive factory prices even though their 
factories have a much smaller volume than U.S. factories.

46-127 O—70—pt 11———19
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1971 and 80% of General Time's clock radio timers sold for 807 trade, Ihe repeal 
of Tariff Item 807 would force General Time to close down its clock radio timer 
operations and eliminate this product line.*

General Time's Precision Products and Parts Division's manufacturing plant 
at Gadsden, Alabama would be shut down completely, resulting in the termina 
tion of 315 hourly and 35 salary employees and the loss of almost $2 million an 
nual payroll to the Gadsden community.

The parts manufacturing plant in York, Pennsylvania would also be drasti 
cally affected. Sixty percent of this plant's current output is timer parts made 
for the Gadsden operation. The loss of timer parts production would result in 
the termination of at least 45 hourly and three salary employees and the loss 
of $300,000 in annual payroll to the York area. In addition, the loss of the timer 
parts production might make it necessary to close the York facility entirely be 
cause its operation would be impractical with only the remaining business.

The elimination of the timer business and timer operations in Gadsden and 
York would eliminate the need for at least 38 salaried employees who work in 
the Division's Manufacturing, Engineering, Marketing, and Administrative De 
partments which are located in Davidson, North Carolina. This would result in 
a payroll reduction to the Davidson area of approximately $400,000.

The following table presents a summary of the jobs and annual payrolls which 
would be lost if Item 807 was repealed and the Division was driven out of the 
clock radio timer business.

Terminated employees

York...............................

Total..-............-....—.

Hourly

............... 315
..... 45

................. 360

Salaried

35 
3 

38

76

Total

350 
48 
38

436

Annual pay 
roll (in 

millions)

$2.0 
.3
.4

2.7

The financial effect of repeal of Tariff Item 807 on General Time and The 
Precision Products and Parts Division would be just as drastic as the effect on 
employees.

For the calendar year 1971, the Division is predicting the sale of almost 4 mil 
lion synchronous and digital timers resulting in sales revenue of approximately 
$9,600,000. The predicted pre-tax profit contribution is $750,000. In addition to 
the loss of profits, there would be a lost corporate overhead absorption of 
$700,000, and the total loss of profits for 1971 would be $1,450,000.

To the above figures should be added $24,000 which will be due in 1971 on the 
lease of the Gadsden plant building, because this building would be very difficult 
to sublease. Also, any statement of financial loss must take into account the fact 
that the Precision Products and Parts Division has just invested approximately 
$400,000 in designing the new digital timer and tooling up for production, and 
$300,000 in tooling and equipment for the new TS20 synchronous timer. With the 
repeal of Tariff Item 807, this $700,000 capital investment would be lost.

A summary of the projected calendar year 1971 losses the Division would suf 
fer due to the repeal of Tariff Item 807 is as follows:

Lost profit on timer business_______________________ $750, 000
Lost corporate service charge absorption_______________ 700, 000
Gadsden building rental___________________________ 24, 000
Lost capital investment on TS20 and digital timer__________ 700,000

Total ———————————————————————_____________ 2,174,000

•In addition to the effect of a repeal of Item 807 on General Time, it should be noted 
that General Electric, the only other domestic clock radio timer maker, would be affected 
also. It is believed that General Electric sells a substantial number of clock radio timers 
to customers who depend on Item 807 trade, and the repeal of Item 807 would probably 
cause General Electric to lose these sales. If General Electric is also forced to abandon the 
clock radio timer business because of the repeal of Item 807, the entire American clock radio timer industry will have been liquidated.
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If the Precision Products and Parts Division ceased making clock radio timers, 

it is highly probable that all of its former customers would buy their timers from 
foreign manufacturers. If this happened, the United States would incur a bal 
ance of payments loss in 1971 of approximately $9.6 million, the projected figure 
for the Division's tinier sales in 1971. The balance of payments loss would be more than double that figure if the entire U.S. clock radio timer business goes 
foreign. Even if domestic manufacturers took up some of the slack, it is certain 
that General Time would be replaced by foreign manufacturers in the case of the 
market heretofor dependent on Item 807 trade. General Time projects timer sales 
for 807 trade in 1971 of $7.7 million. Thus, the United States would have a bal 
ance of payments loss of at least $7.7 million in 1971 attributable to the loss of 
the Division's 807 clock radio timer trade.

CONCLUSION
General Time Corporation strongly urges that Tariff Item 807 not be repealed. 

The repeal of Item 807 would subject American parts assembled overseas to an 
additional duty or tax. This duty would make the American parts uncompetitive 
with foreign parts produced closer to the assembly point and at less expense. 
This, in return, would result in the loss of American profits and jobs and a de 
terioration in the United States balance of payments.

Specifically, the repeal of Item 807 would drive General Time's Precision Prod 
ucts and Parts Division out of the clock radio timer business, force the closing 
of its Gadsden. Alabama, plant and possibly of its York, Pennsylvania, plant 
with the resulting loss of at least 436 jobs, $2,700,000 in wages, a 1971 loss of 
profits of $2,174,000, and a 1971 balance of payments loss of at least $7,700,000.Thus, it is clear that the repeal of Item 807 would be detrimental to General 
Time Corporation and to any industry in a similar position. The repeal would 
also be detrimental to American workers and their communities and to the 
United States balance of payments.

General Time Corporation is grateful for the opportunity to submit this~ r 
statement.

APPENDIX I.-GENERAL TIME SALES DATA ."-. '-

Year

1968..

1969.. 

1970..

1971..

Item

Battery-operated timers and movements .... 
Auto clocks and other industrial.- .._.--

Total........ .....................

Battery operated timers and movements...

Battery operated timers and movements >..

Military ordnance 2 .. _ .. - - -_ _ .

Total—.— .—-——.—.-._.

Battery operated timers and movements...

Number of 
units

2,
1, 
1
4,

9,

2, 
1,
1, 
4,

9,

129, 000 
159,000 
272, 000
486, 000

046, 000

964, 000 
002, 000 
232, 000 
132, 000

330, 000

80, 000 
3, 100, 000 

726, 000 
20, 000 

1, 400. 000

5,

1, 
2,

1,

470, 000

796, 000

000, 000 
800, 000 
501, 000 
150,000 
740, 000

Gross 
receipts

$4, 703, 
3,415, 
5,667,

10, 456,

24, 241,

6, 191, 
2,939, 
5, 700, 
8,641,

23,471,

320, 
6, 820, 
2, 043, 

80, 
6, 500,
2, 418,

18,181,

3, 700, 
5,936, 
1,420, 

565, 
8, 292,

000 
000
ono
noo
000

000 
000 
000
onn
000

000 
000 
000 
000
nno
ono
000

000 
000 
000 
000
noo

807 sales 
in units

1,

1,

1,

1,

039, 000 
30, 000

069, 000

267, 090 
36, 000

303, 000

57, 000 
2, 380, 000 

64, 000

2,

2,

501, 000

800, 000 
240, 000 

75, 000

Percent of 
Gross sales in 

receipts 807 trade

$2, 286, 000 
135, 000

2,

2,

2,

5,

5,

2,
4,

421,

737, 
117,

854,

000

000 
000

000

251,000 
046, 000 
208, 000

505,

960, 
704, 
244,

000

000 
000 
000

49 
4

10

44 
40

12

77 
74 
10

31

80 
80 
16

Total————.. — — _ ——— - 6,491,000 19,953,000 3,225,000 7,908,000 40

1 Projected from 6 months' actual sates.
- Based on orders already in the books; 1970 will be the last year for military ordnance.
s Based on the assumption that 80 percent of sales will be in 807 trade. The 1970 outlook is for 75 percent of sales to9 in 807 trade, and in 1971 2 additional major U.S. manufacturers will be producing overseas with the changeover comingi late 1970.
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APPENDIX II.—THE U.S. CLOCK RADIO MARKET'"

Year

1967— .............
1968.— ............
1969— ............
1970 (estimated).
1971 (estimated).....

U.S. 
sales

... 5,861,000

... 6,376,000
.. 8,802,259

... 9,400,000

. . 9,700,000

Assembled 
in United 

States 2

4, 343, 000
3, 666, 000
3, 072, 857
3, 100, 000
2, 400, 000

Assembled 
abroad

1, 418, 000
2,469,617
5, 428, 402
6, 000, 000
6, 900, 000

Percent 
assembled 

abroad

24
38
62
64
71

U.S. 
clocks 

used

5, 861, 000
6, 376, 000

* 7, 800, 000
7,400,000
7, 000, 000

Percent 
U.S. 

clocks 
used

100
100
89
79
72

Japanese 
digital 
timers 

used

0
0

1, 000, 000
2, 000, 000
2, 400, 000

1 These figures, all stated in units, are based on published data from the Electronic Industries Association with the addi 
tion of figures on certain other companies which are not included in the El A figures because they are not U.S. manufacturers.

2 Excludes data regarding assemblies in Puerto Rico.
32,964,000, or approximately 37 percent, of these clocks were made by General Time. The rest were made by General 

Electric. All of the timers made in the United States in 1969 were synchronous timers and not digital timers.

STATEMENT op OSCAB PIEPEK, NESS INDUSTRIES, INCOKPOBATED 

SUMMARY
Ness Industries believes that the repeal of item 807 would have an adverse 

effect on the ability of small electronics companies to compete against the larger 
corporations in the industry, who would simply automate or transfer more 
production abroad. Small companies lack sufficient capital to do either.

As a result, the competitive environment that prevails in the industry would 
be lessened, resulting in a

slowdown in new product development
slowdown in industry growth
loss of world leadership in electronics
unfavorable balance of trade
slowdown in the growth of domestic employment

Consequently, we recommend that item 807 be retained.
Mr. Chairman and Members of the Committee on Ways and Means, I am 

Oscar Pieper. I appear on behalf of Ness Industries. It is our belief that the 
repeal of item 807 would be harmful to competition within the United States 
electronics industry, to our balance of trade, and to domestic employment.

INTRODUCTION

Mr. Chairman, you have already heard testimony from a number of large 
corporations as to the probable effect the repeal of these items would have on 
their operations. I am speaking today on behalf of small firms, especially new 
start-up companies, in the electronics industry. For the last several years, Ness 
Industries has been working closely with these small companies, helping them 
begin operations and compete against the larger, established companies in their 
industry. "We provide these new companies with initial funding, management 
counsel, marketing assistance, and off-shore assembly at our facilities in Hong 
Kong and Djakarta, Indonesia. From this experience, we have gained consider 
able insight into the problems small companies face in competing against large 
corporations. As a result, we feel we are qualified to testify as to the probable 
effect the repeal of item 807 would have on them.

IMPORTANCE OP SMALL COMPANIES

I think most people would agree that vigorous competition has been respon 
sible for much of the strength of this country, and for the unprecedented growth 
of its economy. In this free enterprise system of ours, and especially in the 
electronics industry, small companies are a vital competitive force. Their exist 
ence, indeed, even the possibility that they may be formed, fosters competition. 
To get into business and be successful, they generally pursue market areas the 
larger companies have overlooked, or offer a product that fills the customers' 
needs more precisely. Thus, they keep the large companies on their toes; the 
large companies must better their products and develop new ones if they are to 
protect their market from invasion by hungry new firms.

The history of the semiconductor industry in this country is a prime example.
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It is a history of new companies, spin-offs from the old, developing new products 
and creating new markets. In the past year and a half alone, one industry giant 
has given birth to more than a dozen new companies intent on pursuing new 
technologies and making new products that meet the needs of a particular market 
segment. In so doing, they have kept American technology number one, and 
created literally thousands of new jobs in this country.

CHANGING CONDITIONS IN ELECTRONICS

This has been the story of the past, and it will be the story of the future. 
But the future will bring some changes to the industry. In the past decade 
in the electronics industry, the emphasis has been on technological innovation, 
fostered to a large extent by the Apollo space program. New technologies had to 
be developed if the United States was to meet President Kennedy's goal of 
putting a man on the moon by 1970.

Today, we are beginning to see a change in the nature and direction of the 
industry—a change from technological innovation to technological assimilation. 
The electronics industry made outstanding progress in the Apollo program, 
notably in solid-state technology and computers. Now that the pioneering work 
has been done, the industry must translate this progress into products for in 
dustry, and for the home.

We are already beginning to see some of this in the wide-spread appearance 
of mini-computers for industry. Most of these have been developed, by the way, 
by small new companies intent on capturing a particular market segment which 
had been overlooked by such industry giants as IBM, Control Data, and Gen 
eral Electric. Electronic calculators represent another new and rapidly expand 
ing area. Within the decade, they may well become as commonplace as the 
portable typewriter, sold to high school and college students by the millions.

EMPHASIS ON LOWER COSTS

But these new areas for expansion are not able to pay the premium that was 
necessary for breakthroughs in the space program. These new markets, and 
consequently the continued rapid growth of the electronics industry, can be 
reached only if costs continue to drop as they have in the past with transistors 
and the first integrated circuits.

As the price of these items came down, industrial manufacturers were able 
to incorporate them first in their regular products, and later in special products 
aimed at markets which previously had been excluded because of price. The 
computer industry is a clear example of the creation of new markets, and new 
jobs, through reductions in cost.

Only a few short years ago, computers were a luxury item, a status symbol 
that only the large corporations and banks were able to afford. But, as the 
price of integrated circuits dropped, it became possible to offer less expensive 
computers to smaller companies. Thus, new jobs were created, both in the semi 
conductor industry, and the computer industry, not to mention a fantastic 
demand for computer operators and programmers.

The trend has continued, resulting in the spread of mini-computers that I 
referred to a moment ago. Further drops in cost will bring about the same 
results on a much larger scale.

In fact, the growth of the industry is dependent on such an expansion of 
market through lower costs. Smaller companies will address the consumer 
market with a home information center only if they can produce one the home- 
owner can afford to buy. Without a drop in cost, the much-heralded electronics 
revolution may fizzle before it has reached its full potential. New markets will 
not be reached, new companies not formed, and thousands of new jobs not 
created.

IMPORTANCE OF OFF-SHORE ASSEMBLY

In the past, these cost savings were realized by transferring a small portion 
of the assembly process to off-shore facilities. In the semiconductor industry, 
for example, the various piece parts of the transistor or integrated circuit were 
all manufactured in the United States: the wafer, the wire leads, and the 
package. All engineering stayed in the United States, too, as did final testing. 
Only the hand assembly of these parts went to off-shore facilities. The result 
was a dramatic drop in cost, and consequently in selling price, from $100 for 
some early integrated circuits, to less than $1.00 today. This substantial drop 
in selling price opened the door to new markets that were previously excluded
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by price, and gave birth to the rapid growth not just, of the semiconductor 
industry,' but the computer and "other related industries as well. Thus, thousands 
of jobs were created in this country, and a trade surplus gained, through the 
transfer of the simple assembly portion of manufacturing to off-shore facilities. 

In the coming decade, substantial cost savings must again be realized, but this 
time in the production of products incorporating solid-state devices. The growth 
of the industry is just beginning, but without cost reductions, new markets will 
not be opened up and that growth will not continue.

REPEAL OF ITEM 807

If Item 807 is repealed, the historic avenue for savings and growth will be 
partially closed.

For the larger corporations, this will be merely a passing inconvenience, 
circumvented either through the transfer of a much larger portion of the manu 
facturing process abroad, or through automation on a very large scale at home. 
In either case, of course, domestic employment would suffer.

But the smaller companies do not have these alternatives. Full manufacturing 
facilities abroad, or automation at home, both require enormous capital outlays, 
outlays which the small company that creates new products and a healthy 
competitive atmosphere, cannot afford to make.

The small company must have the option provided by item 807 to compete 
against established products in a cost-conscious market. If he is able to have a 
portion of his assembly operation performed off-shore, he can become a viable, 
cost-competitive supplier of an improved product. He will reach maturity, and 
have a chance to develop still other products. In so doing, of course, he fosters 
industry growth and creates new jobs, both in his own company, and in the 
others who will use his product to develop their own new products and new 
markets.

If he cannot turn to off-shore assembly, his costs will be too high to address 
the new markets, and he will fail. In fact, he might realize the futility of trying 
and never begin. The pace of industry development would then be left in the 
hands of the large corporations who can automate, or transfer production 
abroad, and who have a vested interest in the continued acceptance of their 
established products. Even when new and improved products are clearly feasible, 
they may be ignored because of the high cost of changing automated assembly lines.

I might add that this failure to react to market needs is fairly typical of 
capital-intensive industries dominated by a few large corporations. Look at 
Detroit: surely, if the automobile industry were not so capital-intensive, new 
companies would have jumped in and we would have seen real progress in 
combating pollution. Nor would we have had to wait so long for an American 
alternative to the Volkswagon. This is precisely what would become of the 
electronics industry if companies had to automate.

SUMMABY AND CONCLUSIONS

Gentlemen, the growth of the electronics industry has been tremendous in the 
past decade. Domestic employment in companies manufacturing electronic com 
ponents has grown significantly, not to mention employment in companies which 
have expanded by using electronic components in new products aimed at new 
markets. This growth, and the creation of jobs at home, has come about because 
companies were able to reduce their costs through off-shore assembly, leading 
to increased usage of electronic components.

If item 807 is repealed the continued rapid growth of the electronics industry 
would be jeopardized. As we have seen, competition from smaller firms has been 
responsible for much of the industry's growth. They have spurred product de 
velopment, lowered costs, tapped new markets, and maintained this country's leadership in electronics.

If these items are repealed, the small company will no longer be able to com 
pete. The new markets will not be tapped; industry growth will stall. There will 
be fewer new jobs, and possibly a loss of leadership in product development. 
Such a shift would affect our balance of trade. And if fewer American products 
are sold abroad, there will be fewer jobs at home.

In short, the growth of an industry is at stake. If these items are repealed, 
potential markets opened by new products—at home and abroad—will be lost 
... a loss that will be felt in leadership, in trade, in dollars and in jobs.
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MAESTRO IMPORT INDUSTRIES, INC.,

East Rochester, N.Y., May 13,1970. 
Mr. JOHN M. MARTIN, Jr., 
Chief Counsel, Committee on Way and Means, 
1102 Lonffworth House Office Building, Washington, D.C.

DEAR ME. MARTIN : It would be my desire to appear as a witness before the 
Committee with a presentation on foreign trade for the public hearings on tariff 
and trade proposals, beginning on Monday, May 18, 1970. However, I will be 
leaving on a scheduled business trip for Colombia and Ecuador, on Sunday, 
May 17, and will not be returning to New York until Thursday, May 28. For this 
reason I am filing my written statement for consideration for the record of the 
hearing.

Following the requested format given in the Committee's press release, dated 
May 4, 1970, the desired information is submitted as follows:

1. Donald H. Alder, President & Chief Executive Officer Maestro International 
Industries, Inc. (formerly Maestro Import Industries, Inc.) subsidiary of C. H. 
Stuart & Co., Inc. (Newark, New York 14445) 20 Ontario Street, P.O. Box 307, 
East Rochester, New York 14445.

2. Representing capacity as above and as a company member of The Council 
of The Americas, Inc. (formerly The Council for Latin America, Inc.), The 
National Foreign Trade Council, Inc., the International Platform Association, 
and the World Trade Committee of the Rochester (N.Y.) Chamber of Commerce.

3. Presentation within area and support of President Nixon's proposed Trade 
Act of 1969, specifically: that the President be given authority to make modest 
reductions in U.S. tariff that individual circumstances from time to time require; 
urging private interest to work closely with the government in seeking the re 
moval of trade barriers; recommending specific authorization for the funding of 
U.S. participation in GATT. Presentation also bears upon H.R. 14188 (treatment 
of articles assembled abroad), etc., as well as proposals to stimulate exports.

4. Time desired sufficient for presentation of summary of supporting comments 
and recommendations given below.

5. Recommending removal of all U.S. tariffs on fine, traditional wooden case 
goods furniture and upholstered and wooden frame furniture (where value of 
textile material used in upholstering represents less than 40% of the total value 
of piece of upholstered furniture) manufactured and assembled by U.S. subsidiary 
companies (at least 75% U.S. owned) in Latin America for export to the United 
States, utilizing at least 90% U.S. made furniture manufacturing machinery and 
plant equipment.

Following the above qualifications, Maestro inaugurated a new modern, fur 
niture subsidiary manufacturing plant in Quito, Ecuador (Industrias Maestro, 
S.A.) in February of this year for the express purpose of producing and assem 
bling fine, high quality traditional, solid wood furniture for export to the 
U.S.; for final assembly, warehousing and distribution by Maestro in the U.S. 
The dedication placque of the plant in Quito gave recognition to the handcrafting 
skills and pride-of-workmanship of the maestros, artisans and wood workers of 
Ecuador. Maestro is currently planning its second majority owned subsidiary 
plant in Mexico for the latter part of this year.

The subsidiary company in Ecuador is also in the process of obtaining large 
hardwood lumber land concessions from the Government of Ecuador for its 
own use and for export to other U.S. furniture manufacturers, who are finding 
that we are running out of good hardwoods in the U.S.

The Hon. Galo Plaza, Secretary General of the Organization of American 
States (Pan American Union) in Washington, and a former president of Ecua 
dor, in a letter to the founders of Maestro, indicated the following: "This is 
precisely the type of multinational industrial investment that Latin America 
wishes and needs. Industrias Maestro will use the national raw materials and 
will employ Ecuadorean personnel in all levels: from administrative to produc 
tion. Local capital also has its participation in the enterprise—and you have 
brought from the United States capital and know how. It will be a positive con 
tribution to the Ecuadorean effort to diversify its exports."

The presentation and recording of this recommendation and the supporting 
comments for consideration by the Committee would be appreciated. 

Sincerely,
DONALD H. ALDER, President.
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FOBM-O-UTH Co., 
G-ardina, Calif., June 19,1970. 

COMMITTEE ON WAYS AND MEANS 
U.8. House of Representatives 
1102 Longworth House Office Buildiny 
Washington, D.C.

GENTLEMEN : This written document is written on behalf of the Form-O-Uth 
Co. of Gardena, California and its subsidiary, the Rey-Mex Bra, S.A., Reynosa, 
Tamaulipas, Mexico. It can well be construed as being on behalf of the business 
men and constituents of all border cities, and of all business firms of border towns 
on either side of the border.

It is the contention here that the arguments against Articles 806.30 and 807.00 
of the Tariff Schedules of the United States (TSUS) as raised by the labor 
unions in the U.S. are not valid in that they can look across a border and see a small quantity of products assembled in part by foreign labor but of U.S. ma 
terials and components; but cannot peer across the oceans and see large quan 
tities of products assembled wholly by foreign labor and of foreign made ma 
terials and, components.

It is our contention that this is extremely short sighted. For we speak here only of U.S. materials sent out "in bond" for partial asembly outside the U.S. 
And further, in the case of Mexico, in varying degrees but without exception the 
great bulk of the dollars so expended come back across the border to be spent in 
the U.S. Where then is the logic in trying to curtail this program while ignoring 
the great mass of products assembled wholly by foreign labor and consisting 
wholly of foreign material?

A considered evaluation based on sound reasoning must lead to the inevitable 
conclusion that this program should be fostered and thus help to reduce the cur rent use of foreign labor and material, and to reduce the flow of dollars from U.S.

This is only part of our reasoning. There are many.
Attached as Exhibit A is a map of the United States-Mexico border, which shows the relative location of McAllen, Texas, and Reynosa, Tamaulipas, which 

is our primary concern, but which is only part of the entire border consisting of 
twin cities from the ocean to the gulf. This entire border supports the retention of item 806.30 and 807.00 of TSU S.

There are many reasons for this support, but the basic reasons are: (1) The 
development of industry in the McAllen-Reynosa area of Texas, (2) The further 
development of a "good-neighbor" atmosphere between the United States and 
Mexico, and (3) The strengthening of the bond between the United States and 
United States producers who must rely on the integrity and reliability of the laws promulgated by their lawmakers.

The Form-O-Uth Co. has not hitherto considered to any great extent the estab 
lishing of a factory in the Far East to make goods of foreign material and with foreign labor. Surveys were made in the Orient. But faced with the frightening 
influx of foreign goods and competition, and with the majority of the larger U.S. 
manufacturers of brassiers establishing factories offshore, it had no alternative 
but to do likewise, or for-the first time in its more than 30 years of existence, to suffer a decline in business.

The Form-O-Uth Co. elected to turn to our friend and neighborto the south 
and there make every sincere effort to combat foreign competition and maintain 
its place in the sun. This it did at the beginning of 1970.

Your attention is invited to attached Exhibit C which shows 3,700,000 dozens 
of brassieres brought into the United States in 1968. Of this Mexico produced 
49,000 dozens, or 1.3%. Is this competition to be attacked? Or should it not be fostered? 80% of these imports were from the Far East.

Of course of primary concern to both U.S. producers and the labor market of 
the U.S. as represented by the labor unions is jobs. We do not dispute that. Neither could the Form-O-Uth Co., in all good conscience, oppose the restriction 
of all imports of brassieres, in order to protect U.S. labor if such protection were indicated. But such is not the case. It is rather a narrow minded and mis 
guided attempt, and in effect a punitive measure, directed at our friend and 
neighbor—Mexico. In no way does it affect the great bulk of imports as indicated on Schedule C.

Are we then to foster imports made wholly of foreign material and entirely of foreign labor from countries of questionable friendship and who avidly seek 
our dollars? Or should we not substitute for this, at least in part, trade with our 
neighbor of a product with U.S. material and part U.S. labor, and who eagerly 
cross the border and leave their pesos in U.S. cash registers?
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Not only would U.S. border cities benefit from U.S. industry across the border 
in Mexico, but also from the twin plant concept of facilities on either side of 
the border to supplement each other. Such is the intent of Form-O-Uth. We can 
put people in gainful occupations on either side of the border. The obvious 
alternative stands crystal clear—the purchase of brassieres from the Far Bast.

Thus, we are brought to the question of the extension of the "good neighbor" 
policy between Mexico and the United States. Again U.S. labor has played a 
great part in the successful application of items 806.30 and 807.00. Without 
the U.S. labor fabricating the machinery and raw materials used in the plants 
in Mexico, there could be no operation to utilize the particular items of TSUS. 
Would the labor forces in the U.S. exert their weight to dry up the manufacture 
of this machinery and material? Particularly, if such action resulted in further 
importation from the Far East—without benefit of U.S. made machinery and 
material?

It is interesting at this juncture to notice that the U.S. Bureau of the Census 
reports that the imports from Mexico in 1968 under Aricle 807.00 amouned to 
only 5.1% of the total dollar volume of imports into the U.S. from all foreign 
countries.

Of this amount 22% of the dollar value from Mexico under this section was 
U.S. component value. Only 0.2% of the value was added in Mexico. Does this 
not clearly spell out that if we are to protect U.S. labor, these items must be 
retained? Attached as Exhibit B is a breakdown of these imports.

Finally, it must be urged that the conscience of the United States is at stake 
in the suspension of items 806.30 and 807.00. In reliance upon the TSUS the 
Mexican Government in 1965 began its Border Industrialization Program. En 
couraged by Mexico and approved by the U.S. Government, American business 
men by 1969 had plant investments in Mexico valued at more than $200,000,000. 
Unless we businessmen can rely upon our own government, to whom can we now 
turn?

The labor forces that make the machinery and material used by business in 
Mexico should join forces to insist upon the United States maintaining its 
responsibility, integrity, and reliability toward them—and toward our good friend 
and neighbor—Mexico.

CALVIN FKASEK, President.
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EXHIBIT B.—MEXICO CONTRIBUTES ONLY NOMINALLY TO U.S. IMPORTS UNDER SECS. 807.00 AND 806.30 OF THE
U.S. TARIFF SCHEDULES

Under sec. 807.0U

1966 1967 1968

Sec. 806.30
1968 

approximate

Total U.S. imports:'
$122,000,000

Value added "— —...-.-—--———

From Mexico:

Value added. —--_.----------—.-.—
Mexico as a percentage of total U.S. imports:

Value added.— .......... ...... ........

,
113,272,063
776,528,827

7,045,495
3,618,820
3, 426, 675

0.8
3.2
.4

146, 659, 801
785, 046, 125

19,306,985
12,302,807
7,004,178

2.1
8.4
.8

i

225,743,422
1,206,229,249

73, 419, 032
49,670,705
23, 748, 327

5.1
22.0

.2

T 1 1

65,000,000
57, 000, 000

1,200,000
800, 000
400, 000

1
1
1

> Under sees. 807.00 and 806.30, TSUSA, U.S. Tariff Commission. 
• Enhanced value abroad.
Note: Sec. 806.30 applies to articles of metal manufactured in the United States and exported for further processing; 

sec. 807.00 applies to articles assembled abroad of U.S.-product fabricated components.
Source: Foreign Trade Division, U.S. Bureau of the Census, Washington, D.C.

EXHIBIT C.-IMPORTS OF BRASSJERES, 1967-68 
[Brassjeres only—No girdles or other intimate apparel]

Dozens,1967 Dozens, 1968 Value, 1967 Value, 1968

Philippines... — ............ ....
Hong Kong... __ ... .-.. __ ..
Jamaica _ _ _ .-.--._..--_----.
Honduras.. _ ..................
Trinidad .. ___ _ ..... _ ..
Mexico. ...... __ -..- _ ........
Portugal. ..__..-. . — _. ... — .
Costa Rica __ .............. ...
China.. ._...--.-.—_..._....—
Japan....................... _ _
United Kingdom. ............ _ .
Barbados... __ ..... -- __ ...
British Honduras _ ........ _ ...
Colombia.. ........... _ .......
West Germany..... ......... _ . 
Spain _ __._---...- _ ..... _ _
Pakistan. ......... _ .........._
El Salvador. _ .. —— _ ..... ....
Haiti... .... .............. ...
All others.......................

Total.....................

.........._ 1,523,228

........... 764,460

........... 418,827

........... 16,764

........... 58,816

........... 26,655

.---.-..... 10,734

........... 13,864

........... 0

........... 2,072

........... 12

........... 0

........... 0

... — ..... 0

........... 3,916 

........... 0

.... .. 0

........... 0
0

........... 20,717

........... 2,860,065

1,940,945
965, 115
478,422
100, 054
73, 828
49,225
34,890
20, 929
13,712
10,623
4,317
3,720
3,413
2,315
4,150 
1,550
1,320

906
424

3,277

3,713,135

$6,394,518
1,998,920
2,920,689

74,629
352, 005
207, 826
34,890
84, 915

0
11,313

464
0
0
0

90, 057 
0
0
0
0

299,607

12, 469, 833

$8,235,551
3, 093, 485
3, 327, 562

416,274
479, 954
510,718
125, 587
138,646
47,809
26,571
38,398
27,289
14,112
15,323
63,971 
20, 220
7,484
6,532
2,600

109, 596

16,707,382

Note: Imports from Mexico amounted to 0.93 of 1 percent of total imports in 1967 and 1.3 percent of total in 1968.

STATEMENT OF KURT SCHAFFER, VICE PRESIDENT-ADMINISTRATION, 
Boss MANUFACTURING Co.

Boss Manufacturing Company, with Corporate Offices in Kewanee, Illinois, 
manufactures work, casual, drivers, welder, garden, fishing, semidress, leather 
and other types of gloves for the industrial and consumer market. Raw material 
used in the manufacturing of these gloves includes cotton, jersey and leather 
materials. Boss Manufacturing Company started business in 1893 and now em 
ploys approximately 1,700 people and had sales of $20,317,126 in the past fiscal 
year. A majority of these employees are women who -are engaged in the sewing 
and assembling of the product. A large majority of these women are married 
and produce a second income for the family formation. A key requisite of our
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industry is, therefore, an adequate supply of female labor to produce a finished product.

As a manufacturer and marketer of our product, we have been faced with the question of the import situation in the glove field. The importer appears to have been able to undersell like styles of product. In order to meet this competition, we concluded that a pilot plant operation under the Border Program in Mexico might be feasible. In order to assemble our product in Mexico, it was necessary to add a facility in El Paso, Texas to cut leather. We employ fifty-five sewers in Juarez and we employ thirty-five cutters in El Paso, Texas. These people are additions to the payroll and are not replacements for other employees. The opera tions were started in November, 1968 and have proven successful in terms of product, quality and acceptance in the market place. Further, the raw materials used are American made products.
Our relations with Mexican employees, professional and government people have been and continue to be good. Although a number of our cost factors have increased due to bonding requirements, wage and benefit increases, customs duties, distribution and so on, there appears to be overall constructive economic contribution.
It has been with a good deal of satisfaction that we have had the opportunity to employ people formerly unable to obtain work due to a lack of economic de velopment. If, in some small manner, we have contributed to the economic well- being of a neighbor, who shares a common border, we are pleased. We have also been able to add a minimum of employees and contribute to the economic well- being of American citizens as well. Our American facilities have had growth. Furthermore, by so doing, we are in a much better position to protect our pres ent manufacturing facilities and the continued employment of employees at these facilities. It has also removed the need to consider the importation of like gloves from foreign manufacturers in other parts of the world.We hope to continue to be a manufacturer and marketer of our own prod ucts and it is through the medium of Sections, such as 806 and 807 which pro vide us with an opportunity to compete against Far East imports, that we can successfully do this.

STATEMENT OF JOHN S. VOOBHEES, COUNSEL, PACIFIC CAR AND FOUNDRY COMPANY
In its Press Release of May 4, 1970, the Committee on Ways and Means an nounced that during the course of its hearings on tariff and trade proposals, it would consider H.R. 14188, a biai "to amend the Tariff Schedules of the United States to repeal the special tariff treatment accorded to article assembled abroad with components produced in the United States."
As the Committee is aware, the Tariff Commission has recently concluded extensive hearings upon particular provisions of the Tariff Schedules. It did so, pursuant to a request made by President Nixon in August 1969.
The Commission's study has been extensive involving as it has, not only public hearings but perhaps unparalleled requests upon American industry and others interested to supply economic data respect to its use of Item 807.00.With its final report due to the President on August 31, 1970, the Commission is currently engaged in the task of evaluating the massive data which it has thus far collected. Because of the complexities of the enocomic considerations in volved, and the time and expense represented by this investigation to date, we feel that your Committee's most appropriate course would be deferral of final action on H.R. 14188 pending completion of the Tariff Commission's study and action by President Nixon.
Should your Committee desire to take some specific action on H.R. 14188 at this time, then we respectfully urge its rejection.
Pacific Car and Foundry Company of Bellevue, Washington, manufactures a series of mechanical and hydraulic winches and rotoversals in conjunction with its wholly-owned subsidiary, Gearmatic Co., Ltd. of North Surry, B.C., Canada. These assemblies are then sold in Canada or imported into the United States under Item 807.00 for sale to customers in this country.
When imported into the United States, the above-mentioned products are assessed duty in accordance with the scheduled rate for Item 664.10, which includes:
Elevators, hoists, winches, cranes, jacks, pulley tackle, belt conveyors, and
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other lifting, handling, loading, or unloading machinery, and conveyors, all the 
foregoing and parts thereof not provided for in item 664.05. . . .

Applicable duty rates in 1968 and 1969 were 9 per cent and 8 per cent, re 
spectively, and are 7 per cent in 1970.

Based in substantial part upon the duty treatment accorded to U.S. fabri 
cated components which are assembled abroad, Pacific Car and Foundry pur 
chases a variety of components of the above-mentioned winches and rotoversals 
in the United States for incorporation into these products by its subsidiary, 
Gearmatic.

U.S. manufactured components assembled in Canada vary depending upon the 
particular model and end product involved, and include ring gears and pistons, 
drum shafts, cartridge assemblies, or motor assemblies.

Exports of winches and rotoversals to the U. S. from our Canadaian subsidiary 
which enter this country under Item 807.00 are substantial in both numbers and 
value, as is illustrated by the following table containing data for 1968 and 1969.

Model number

1968: 
6-... — ...................
11......--.-.......----.-..
22————— ————— ———
23.————. —— —— ————
106-406.... ——— —————
11-411.— ... . ..... — — . ...
122-422— —— ......———
123-423———— ————— ——
9........ ..... ... —— ... ...
19.... — . ——— ... — — ...

TotaL. ——.—..._-—
1969: 

6..............- — ...... ..
11.................------.-.
22... ——— .......... .... . -
23... — — — — — -- — .--
106-406.... — ..............
11-411—— — — —— — ——
122-422..... .............. ..
123-423.———— .......... „
9..... .. — — — — — ... ..
19———— ——— . ———

Total. .............. ......

Dollar value 
of U.S. 

components 
per unit 

Units (average)

............. 168

............. 482

.......--...- 470

.-....---.... 119

.---.-....... 38

............. 5

............. 7

............. 287
434

............. 2,014

.....---.-... 265

............. 893

... .......... 795

............. 422

.... ......... 17

.....-----... 86

............. 16

............. 97

.....-.--.... 326

............. 727

............. 3.680 .....

$66 
159 
215 
144 
69 

164 
225 
160 
45 
51

66 
159 
215 
144 
69 

164 
225 
160 
45 
51

Dollar value 
of U.S. 

components

$11, 088 
76, 638 

101, 050 
17, 136 

276 
6,232 
1,125 
1,120 

12,987 
22,091

249,743

18, 810 
141,987 
170, 925 
60,768 

1,173 
14,104 
3,600 

15, 520 
16, 380 
37,004

480.271

Value of U.S. 
sales of 
articles 

imported 
under item 

807.00

$108, 175 
415, 128 
687, 682 
202. 874 

2,520 
29,141 

2,136 
7,364 

182, 518 
489,924

2,127,462

184, 503 
847, 925 

1,231,359 
807,266 

10, 384 
67, 312 
17, 291 

130, 302 
242, 995 
909, 192

4.448.529

Inasmuch as purchases of their products are made f.o.b. British Columbia, 
plus delivery charges, customs brokerage, and actual duty imposed, the adverse 
impact of repeal of Item 807.00 upon the U.S. purchasers would be substantial.

In 1968, for example, the duty rate of 9 percent, if applied upon the U.S. 
component value as well as the value added in Canada, would have resulted in an 
increased cost to the U.S. consumer of $20,500. By 1969, in spite of a duty rate 
reduction, that additional cost would have risen to nearly $38,500.

Pacific Car and Foundry utilization of its Gearmatic subsidiary for the 
assembly of these particular winches, combined with the favorable tariff treat 
ment for their U.S. component content, enables this company to produce a pro 
duct of superior performance characteristics and quality yet at a competitive 
price. Any increase in duty resulting from a change in the tariff schedules would 
be borne directly and completely by the U.S. purchaser, unless cost reductions 
could be otherwise effected.

Repeal of Item 807.00 would remove the incentive for this company to pur 
chase U.S. components for use in these products including the strong likelihood 
that such repeal would force the seeking of lower cost sources of components to 
minimize competitive consequences of marketing higher priced end products. 
Sources would most likely be foreign manufacturers.

The most outspoken opponents of Item 807.00 reason that termination of the 
current duty treatment would produce increased employment opportunities in
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the U.S. by forcing users of multiple plants to conduct their assembly operations 
within this country's borders. In Pacific Car's case, this assertion is economically 
untenable. On the contrary, repeal would have the opposite effect of driving com 
ponent manufacturing and purchase overseas, thus decreasing domestic employ 
ment.

In this regard, it should be noted that the $4.5 million in Gearmatic exports to 
U.S. purchasers under Item 807.00 represented 50 per cent of that company's total 
sales by value in 1969. Under these circumstances, a search for an overseas source 
for components sufficiently less expensive to offset the increased duties resulting 
from repeal of Item 807.00 would be the only feasible course of action available.

Such a step would be taken only with regret, inasmuch as the present practice 
of utilizing U.S. manufactured components not only facilitates quality control, 
thus insuring our customers of superior products, but also provides employment 
for American laborers.

The President's request to the Tariff Commission, in which he initiated its in 
vestigation into the use of Item 807.00, specifically called for an evaluation of 
the impact of its repeal upon the U.S. balance of payments position. We are con 
fident that your Committee is equally interested in the implications of H.R. 
14188 upon this important trade consideration. In this regard, to the extent that 
Pacific Car would be forced to resort to foreign manufactured components as re 
placements for those currently manufactured in this country, the U.S. balance 
of payments position would be adversely affected.

These effects would not only be seen in reduced use of U.S. components in 
winches sold abroad, but also in the substitution of foreign manufactured com 
ponents in units sold In the United States.

While the amounts involved in the U.S. components purchased by Pacific Car 
are small in the context of this country's overall trade picture, they are of cri 
tical importance of that company and its suppliers. Furthermore, to the extent 
that its situation is represenative, the adverse effects of repeal of Item 807.00 
upon the already unhealthy balance of payments position of the United States 
could be substantial.

Contrary to the position taken by some who oppose Item 807.00, it represents 
a consistent recognition within the Tariff Schedules of the desire of Congress 
to exempt from duty the unmistakable and identifiable product of U.S. manufac 
turers. In this connection, reference is made to other items in the Tariff Schedules 
reflecting that same objective, including TSUS Items 800.00, 801.00, 802.10, 802.20, 
802.30,805.00,806.10, 806.20, and 806.30.

The Congressional intent of the Tariff Act as clearly enunciated in the case 
of Denike v. United States (5. Ct. Oust. Appls. 364, T.D. 34553) would, at this 
late date, make repeal of Item 807.00 both anomolous and unfair. The court in 
that case said:

Having in mind the purpose of Congress to favor goods the growth, produce, or 
manufacture of the United States, we think that merchandise imported into 
the country made up in part of American goods entitled to free entry and in part 
of goods not entitled to free entry should not be assessed for duty as entireties if 
the components of the importation are in fact distinct articles and so distinguished 
one from the other that their several dutiable quantities, weights, measures, or 
values may be correctly ascertained.

By its terms, Item '807.00 is only applicable in situations consistent with the 
above-stated Congressional objectives. It provides for a partial exemption from 
duty for:

Articles assembled abroad in whole or in part of fabricated components, the 
product of the United States, which (a) were exported in condition ready for 
assembly without further fabrication, (b) have not lost their physical identity 
in such articles by change in form, shape, or otherwise, and (c) have not been ad 
vanced in value or improved in condition abroad except by being assembled and 
except by operations incidental to the assembly process such as cleaning, lubri 
cating, and painting.

Because repeal of Item 807.00 would adversely affect the Pacific Car and 
Foundry Company competitively, and would discourage its continued or further 
use of U.S. components in winch assemblies, without providing any of the benefits 
which its detractors claim would result from its repeal, that company strongly 
urges that this provision of the Tariff Schedules be retained.

This view is also consistent with Congressional intent reflected in the Tariff 
Act, U.S. trade policy in general, as well as the best interests of both U.S. in 
dustry and labor.

For these reasons, H.R. 14188 should be rejected by the Committee.
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STATEMENT OF S. RICHARD SHOSTAK, Los ANGELES, CALIF.
UNITED STATES TEXTILE ARTICLES ASSEMBLED ABBOAD SHOULD BE EXCEPTED FROM

QUOTAS

The Mills Bill (H.R. 16920) and the other textile quota bills now pending be 
fore Congress are intended to foster the maintenance and expansion of the 
United States textile industry by placing import quotas on foreign textiles.
Effect of Textile Quota on Assembly of U.S. Textile Articles Abroad

If any of these quota bills is enacted in its present form, however, it is very 
likely that it will have an unintended effect which will not be adverse to the 
United States textile industry, but will also deal a severe blow to the relations of 
the United States with the other nations in the Western Hemisphere.

If the precedent set by interpretation of the Long Term Cotton Arrangement 
is followed, textile articles which are wholly of United States fabric which has 
been cut into components and sent abroad for assembly by sewing, will be treated 
as foreign articles for quota purposes. Because the only foreign involvement in 
the manufacture of these goods is in their final sewing, it seems incongruous that 
they should be regarded as foreign, but to the consternation of many, as evidenced 
by Exhibit 1, they have been so regarded. A similar holding that all textile 
articles assembled abroad come within quota will effectively close nearly all 
assembly operations in textiles, because 1967-68 activities were but a relatively 
small part of present activities. This will result in the loss of millions of dollars 
to the U.S. textile industry.
Origin and scope of Assembly operations in textiles

In 1963, Congress provided in Item 807.00 of the Tariff Schedules for a duty- 
free allowance for the value of United States goods which were exported for as 
sembly and returned to the United States after being assembled. With this en 
couragement from Congress and with a shortage of available assemblers in the 
United States, numerous garment manufacturers in all parts of the United States, 
including many having large operations in the South, turned their attention to 
other parts of the Western Hemisphere and exerted considerable efforts to set up 
assembly operations. As shown in Exhibit 2, 'by 1969. the total value of assembled 
United States textile articles imported had risen to $40.5 Million, of which approx 
imately 80% consisted of United States fabric in the form of components. Of this 
total, when Philippine-assembled gloves valued at $5,000,000 are excluded, 95% 
was done in the Western Hemisphere, with slightly over 50% being done in 
Mexico.
Benefits resulting from assembly of textile articles abroad 

To the textile industry, assembly abroad had made it possible for:
1. the garment manufacturers to expand their production ;
2. the fabric manufacturers to produce and sell more fabric; and
3. the consumers in the United States to purchase lower-priced goods made of 

United States fabric, rather than low-priced wholly-foreign goods.
These benefits should be preserved.
To the depressed economic areas along the United States side of the Mexican 

Border, these operations have brought new prosperity and growth. These activi 
ties have supplied the impetus for "twin plant operations" in Texas, Arizona, and 
California, which have resulted in the creation of new factories and new jobs. In 
addition, fully 70% of all wages paid for assembly in Mexico is ultimately spent 
in the United States.

To the depressed border areas of Mexico and in the other Latin American and 
Caribbean nations where assembly operations have been set up in textile articles, 
the textile operations under Item 807.00 have provided employment and the eco 
nomic and social growth which result therefrom. This has also resulted in a much 

;better and closer relationship between the peoples and governments of these na 
tions with the United States. Anything that would tend to harm these operations 
would necessarily be a great setback to the present good relations.
Recommended action: Exception of assembled United States textile articles from 

quota
It is clear that all of these benefits will be lost to all of these groups if a textile 

quota is enacted in the present form of the Mills Bill. However, all of the benefits 
described above can be retained if Congress takes the logical step of excepting 
assembled United States textile articles from the scope and effect of any textile
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quota which is approved for enactment. The best interests of the United States 
textile industry and of our good neighbors in the Western Hemisphere will be best 
protected by amending the last clause of Sec. 106(a) of H.R. 16920 (and similar 
provisions in the other textile quota bills) to add the words "or partially free" 
and thus to provide that the Act shall not include: "or any article which is now 
entitled to entry free or partially free of duty."

This simple amendment will have the desired effect of preserving the assembly 
operations using United States textile fabrics which are beneficial to the textile 
industry and to our good neighbor relations with other nations in the Western 
Hemisphere.

[From the California Apparel News, Los Angeles, Calif., April 19, 1968] 

MEXICAN BORDEB COTTON GOODS TIE-UP BROKEN

American-owned finished garments stalled in Mexico for several weeks by a 
cotton quota rule change were allowed to pass into the U.S. this week but there 
was little cheering in the ranks of the manufacturers involved.

Instead, they grimly attempted to reach agreement on a plan for a concerted 
effort to overturn the rule change that precipitated the delay and threatens to 
cut off all cotton garment assembly south of the border.

"We've got to get together on this thing if we expect to win," one manufacturer 
told California Apparel News, "but thus far we've encountered a lot of 'let the 
other fellow do it' attitude."

The rule change referred to was made by the President's Special Commission 
on Textiles. The commission ruled in mid-March that U.S. goods sent to Mexico 
for assembly must be applied to that country's cotton quota.

The action effectively halted return shipments of goods intended for sale during 
the pre-Easter rush and cast a long shadow over burgeoning American garment 
operations in Mexico.

The goods entering the U.S. this week from Mexico were allowed in only after 
both Mexico and the U.S. agreed to have them apply to Mexico's 1969 cotton quota.

But this is viewed -as only a stop-gap measure by most manufacturers involved 
(an estimated 50, some of them large), and some smaller firms said they would 
suffer "fantastic losses" if something can't be done to open up the Mexican plants 
soon.

"We've got a considerable investment in Mexico," one manufacturer said. "Not 
only have we put a large sum into plant facilities there but we've also bought two 
expensive trucks to move the goods back and forth."

Several manufacturers told California Apparel News they have already suffered 
"staggering losses" as a result of the hold up of pre-Easter sale goods.

"Not only have we lost a bundle of money," one said, "but we've also seen our 
reputation tarnished. Many retailers were depending on us and we didn't deliver. 
Money can't make up for that."

The manufacturers claim they were forced below the border by the lack of 
skilled machine operators in the U.S. One manufacturer estimated that there are 
between 7,000 and 8,000 garment worker openings in Southern California "with 
nobody to fill them."

But this argument was challenged this week by several Los Angeles area con 
tractors. "Who says there's no labor here?" questioned one contractor. "I've got 
people standing idle because many manufacturers I used to do business with have 
moved their business to Mexico."

One contractor charged manufacturers are moving their operations to Mexico 
for financial reasons only. "The reason is as clear as dollars and cents," he said. 
"They can get workers in Mexico for $2 a day per person but my people get an 
average of $1.80 an hour. This worker argument just doesn't hold water."

But the garment section of the California Department of Employment supplied 
figures that tend to support the manufacturer's contention. "It's difficult to come 
up with firm figures on this thing," a department spokesman said, "but garment 
worker unemployment has been extremely low the past few months, lower than 
at any time in the past several years."

The spokesman estimated that 500 to 1000 experienced operator openings go 
unfilled each month. "This will vary considerably but this is a fair average," he 
said.

He said the department, in cooperation with the Tj.A. public schools, sponsors a 
four-week garment worker machine opertor course. "We can train between 20 
and 25 persons a course but this hardly fills the demand."
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He added that the department would be prepared to sponsor additional courses 
if it could be assured of support from the garment industry in the form of fabrics 
to be used in the classes.

"We've generally had good cooperation," he said, "but there has been a little 
trouble getting enough fabric for the classes."—R.M.

TABLE 2.-DOLLAR VOLUME OF IMPORTS UNDER ITEM 807 TSUS, APPAREL (KNIT AND WOVEN), BY COUNTRY 
(IN VALUATION AT THE POINT OF ENTRY INTO THE UNITED STATES)

(Amounts in dollars]

Country . 1965 1966 1967 1968 1969

Bahamas _ _ ..........._._........
Barbados.... —— --------- ____ .

British Honduras....----. — ........
Canada. __ —— ——— .. ___ .-
China (Taiwan).-------- __ __.....
Colombia. ___--.-. --.----.--......-
Costa Rica. . —— ----- ............
Dominican Republic —— -... ———— .
Finland ___ — -- ___ ...........
France _ -. .- — ---------- _ ...
French West Indies..................
Germany (West)....... .............

Guatemala... — ——— —— ——— ...
Haiti.— ...........................
Honduras.... —— - — ........ .....
Hong Kong... — ...................
India........... ..... ..............

Israel........... ...................
Italy— ............................
Jamaica. _ —— .. —— — . — .....
Japan ___ .. —— .--....... _ ...
Korea. _ ...- —— ........ ___ .
Leeward and Windward Islands.......

Mexico.... _ — --.-. _ ...........
Netherlands.. - —— -.----...... __ .
Netherlands Antilles....... _
Panama ___ ———— .. __ ___ .
Philippines... —— -. — ... ___ .
Poland.........................
Portugal _ .. — .......... ____ .
Rumania. ——————— . ___ __ .
El Salvador __ .-- _ -... ...

Spain........... ...................
Sweden __ __ -- __ -... -

Trinidad and Tobago....
United Kingdom....... __ .

Total.......................

$337,301
24,670

208,135

110,917

3,962 ..

9,639
1,017,239

9,325

9,189

... 1,730,377

$75, 134
321, 765

1, 080, 780
1,797 ..

692

4,298 ..

101,681
4,323

387,839

6,888
2,466,649

27,923
270, 439

1,344,381

181,570

2,491 .

81,958
305 .

6,360,913

$31,657
16, 747

172,719 ..
344, 385
489,717

91,813
22,697

32,287

346 ..
136, 864
74,629

495, 345

40, 519
4,521,671

15, 342

103, 134
44 424

3, 977', 424

805,468

1,615
4,289 .
2,088

923 .
790, 116

12, 215, 829

$29,472 ..
127,941

560,433
262,427
68, 232
33, 009

287, 713
41, 403

2,043
747

1,360 ..

278, 066
433, 274
471,895

1,705 ..

61,810
5,349,572

13, 122
26, 016

155, 087

10,117,931

4,311
2,428

3,357,702

774

18,655

20,220

2,275,354

24,002,702

$599, 022

817,602
2,360,247

526,611
371, 039

1,805,792
90, 177

312
26, 752
10,379
23, 278

13, 989
817, 305
806,258
324, 068

859
167, 167

6, 398, 810
1,351

101,898
39, 319

17,235,333
5,775
3,092

98, 301
5, 234, 993

21,209
32,229

106, 299
117,692

33, 483

2, 338, 853
10,356

40, 537, 850

Source: U.S. Bureau of the Census.

Mr. VANTK. At this time the committee will hear William L. Mayo. 
(Mr. Mayo was not in the room.)
Mr. VANIK. Our next witness is Frederick Hunt of the Office Ma 

chines International Institute.

STATEMENT OF FREDERICK D. HUNT, DIRECTOR, OFFICE 
MACHINES INTERNATIONAL INSTITUTE

Mr. HTJNT. Mr. Chairman, my name is Frederick Hunt. I am a for 
eign trade consultant and I am also director of the Office Machines 
International Institute. This institute is not a trade association. It sup 
plies foreign trade statistics and other data concerning the trade in



3315
typewriters, adding and calculating machines, accounting and data- 
processing machines, cash registers, and office-copying machines 
throughout the world for the use of those engaged in market research. 
Most of the largest office machine companies subscribe to this service.

We are not related to the Business Equipment Manufacturers' As 
sociation. The BEMA is a domestic trade association which includes 
manufacturers of files and office furniture and business form as well 
as machines. A majority of the members have little interest in export 
or in production abroad. Therefore, we serve only those companies 
with international interests.

The institute was an outgrowth of the old Typewriter Manufac 
turers' Export Association which was established under the Webb- 
Promerene Act about 30 years ago. After 20 years in the Foreign 
Service of the United States, I became self-employed and one of my 
"hats" was as secretary-treasurer of the Typewriter Manufacturer's 
Export Association. This small group met quarterly and consisted 
only of the handful of American companies who manufactured type 
writers at that time.

When the Italian company, Olivetti, purchased control of the Un 
derwood Corp., the group decided to disband. However, just be 
fore that time, there had been consideration given to expanding the 
group to include adding and calculating machines. All of the original 
members produced a full line of office machines at that time. Since I 
had already expanded the services of the TMEA, the companies asked 
me to continue to render and expand these services but without the 
formality of a regular trade association. Thus the institute was born.

While'primarily interested in the exports of other countries to third 
countries, the continued expansion of U.S. imports of office machines 
led us to make continuing studies of the countries supplying the ma 
chines, the quantity involved, and the average export prices. Attached 
to this statement you will find a report on the number of typewriters 
imported into this country during the first 4 months of this year.

(The information referred to follows:)
OFFICE MACHINES INTERNATIONAL INSTITUTE-IMPORTS OF TYPEWRITERS INTO THE UNITED STATES DURING

THE FIRST 4 MONTHS OF 1970

[By units only]

Standard Electric Portable 
Country of origin number number number

Canada.,... _ .......-.........-- — ---..----- — -

Sweden.. _ ........ _ _. — — ..----..._.-...--.
United Kingdom....- — —— .....--.--...-.......-
Netherlands..,.. _ .--.-.-.--..-----.--,..--.-.---
France. ... ___ .-....-...-- _ .....--- ...
West Germany ____ .-...--. —— ......... — ... 
Switzerland........ — --.. — ------ — ......-----
Italy........ ................................. -

Portugal...- ,. ___ _ ...__--..-----. — -----
Czechoslovakia....----..- — — —— .....--.. ...
Yugoslavia.. ..... —— ————— ——— - — ---- ---- 
Japan...-..-...,-,-------.- ——— — -- — -------

Total imported (4 months). ..... ——— .- — -- 
Total (12 months), 1969..... ........_......—

... ......... 240

. ... 723
..... ...... — 1,366

...-.- 24,338 
.....-.....-— 2,269
............... 2,500

........... — . 12 ...

.........-—- 31,448 

.............. 119,081

6,670
1,498 ..

290
16, 244
1,143

196
39, 035 

297
10, 334

22, 857

98, 564 
217, 101

262

4,097
112, 786
77, 028

176
23, 464 
4,490

400
43,090
18, 460
4,927

50 
223, 668

512, 898 
1,246,743

Note —If the 1970 d?ta is considered as representing H of the total for the year, then imports of machines for the entire year 1970 will exceed <he e«tire year '969 by 22 percent.

46-127—10~P*. 11-——20
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Mr, HTJTNT, This report shows only units since that is what is of prin 
cipal interest. However, a conservative estimate of the retail value of 
just the typewriters imported during those 4- months is around $20 
million.

I would like to dwell especially on the subject of typewriters, as 
distinct from other office machines, because this commodity is one of 
the best examples we have of the operation of real "free trade" as 
defined by various U.S. members of delegations to tariff negotiations 
going back as far as the Hull trade agreements. In fact, much of Secre 
tary Rogers' statement to this committee about 3 weeks ago must have 
been taken from old files and composed by the same staff who worked 
on GATT negotiations 20 years ago when I also served on the U.S. 
delegation to the GATT at Torquay, England.

The reason why typewriters make such a good example is that in all 
our history since the machine was invented, there has never been a 
tariff on typewriters entering this country despite the fact that every 
other country, whether or not a producer of typewriters levied a siz 
able tariff. It was at Torquay that we "bound" typewriters on the free- 
list so that we could never thereafter place a tariff in the future on 
typewriters without granting some other concession. The binding was 
given as a concession in return for a reduction in the amount of pota 
toes entering the United States from Canada. During the negotiations, 
everything was governmental secret which precluded the presence of 
industrial advisers, and no one bothered to ask the typewriter manu 
facturers what they thought about it. Since there was already no duty, 
this was considered to be an easy concession.

Five years later, with no other relief possible except for the "escape 
clause" provisions of the GATT, the American manufacturers ap 
peared before the U.S. Tariff Commission requesting relief because, 
especially portable typewriters were being imported at such low prices 
that it would require a tariff of at least 22 percent to equalize costs. The 
companies were supported by two union locals even though the na 
tional offices of those unions were still so-called free traders.

It was at this same time that Underwood control was purchased by 
Olivetti so that Underwood, naturally withdrew any support of the 
action. Other members of the industry were loathe to be too vociferous 
because of a fear of the Antitrust Division of the Department of 
Justice which was especially diligent at that time and giving a sharp 
eye to any conversation between two or more producers of the same 
product. In any case, the Tariff Commission declined to grant the 
industry's request.

Before World War II there were only about six nations which 
produced typewriters for export. Today there are 11 manufactur 
ing/exporting countries, not counting those machines produced in 
Eastern Europe, or in Mexico, Colombia, Brazil, Argentina, Portugal, 
South Africa, India, and elsewhere. It is estimated that well over 4 
million typewriters moved in international trade last year.

If we take just these first 11 countries—and that, Mr. Chairman, is 
why I gave you the chart—we find nearly 3,800,000 machines ex 
ported of which those from the United States represented less than 
2% percent. Back in 1929 when the famous Tariff Act of 1930 was 
being formulated and which was noted for high rates of duty, there



3317

was still no tariff on typewriters. In those days our country held 
about 80 percent of the world trade in these machines. There were 
more American manufacturers and only three basic models—none 
of them electric.

During the war it was found that typewriter factories lent them 
selves easily to the production of small arms. All manufacturers were 
ordered to make the changeover. Later, it was discovered that this 
had been overdone because sudden expansion of the Armed Forces 
required more typewriters and none were being made. The one ex 
ception was the IBM electric. The late Thomas Watson, Sr. had pur 
chased the old Electric Typewriter Co. from the original inventor 
and made it into the IBM Typewriter. Mr. Watson rushed to Wash 
ington and persuaded the Government that this was only a small 
operation and should be allowed to continue. This is why IBM held 
a monopoly in the electric models during the immediate postwar years.

If I may interject there, apropos of the last witness it was interest 
ing to note that Mexico will not give import licenses to American 
typewriters unless it is special models which are not made there. 
IBM has a plant in Mexico and the trade in typewriters which you 
see advertised by various dealers as factory rebuilt are sent to the 
Mexican factory rather than the factory in Kentucky to be so rebuilt. 
Then they come back to the United States. As I told Mr. Bush, this 
does not help Texas labor, but the cost of labor in the Mexican type 
writer plant is much less.

Section 807 is not necessary in this case, because there are no 
duties on typewriters so they can just ship them down in bond to 
Mexico. They come back and you don't even have to do the paperwork 
at the port.

While the other American companies were trying to restart pro 
duction and also produce an electric model, the Marshall plan assisted 
the construction of modern plants in Europe for our competitors 
and at our expense. In Italy, for example, one of the finest and most 
up-to-date typewriter plants was constructed for a company headed 
by an Italian senator. It was our Government's policy to help to 
rebuild the trade of Japan, Germany, Italy, France, and so forth, 
by encouraging purchases from these countries. As the foreign assist 
ance empire spread, there was off-shore buying for aid to third 
countries.

Our generosity was not reciprocated, however. The old files of the 
TMEA are filled with requests to the State Department for assistance 
in removing various administrative barriers placed by European coun 
tries which effectively closed those markets to American typewriters.

In order to meet this resistance and to get inside of the restricted 
exchange markets, American companies found it expedient to estab 
lish subsidiaries in Western Europe. By the time these countries re 
moved foreign exchange restrictions labor costs in the United States 
had caught up with the inflation of the dollar and were considerably 
highery than that paid for the same skills in Europe. In order to be 
competitive in third countries, the U.S. companies found it necessary 
to ship to those countries from their foreign plants. Naturally, this 
caused a decline in export from U.S. factories. Continued increase in 
costs in this country coincided with greater output by plants in Europe
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and Japan at lower prices so that the exports to the United States 
increased. This was especially true in the case of portable typewriters.

With the introduction of compact electrically powered typewriters 
and smaller manual typewriters, more and more of the American mar 
ket is being supplied from abroad by both American subsidiaries and 
foreign companies. Thankfully, our market for office-sized typewriters 
is so large as to keep the factories of four companies in business of 
making certain models. However, there have been some casualties 
among the oldest names in the business. The Underwood plant in 
Hartford, Conn.^ was closed 2 years ago and the Royal portable plant 
in Missouri has also been closed.

No matter how often U.S. Government spokesmen tell you that 
wages are rising in Europe and Japan, it must be remembered that 
they started from a very low base and are still much lower than in this 
country. Furthermore, as the wage paid on the assembly line increases, 
there is a decline in quality control. You simply cannot allow a me 
chanic to take very long when he is paid so much per hour.

That is the history of typewriters—a genuine free trade item. The 
same applies to other office machines even though they bear a nominal 
tariff which, since the Kennedy round of the GATT means very little. 
During just the 1 month of April this year, 1970, we imported 80,540 
adding machines, 14,365 mechanical calculating machines, 19,200 elec 
tronic calculating machines, 3,800 cash registers, 5,367 office-copying 
machines, 2,186 accounting machines, and 2,010 data-processing ma 
chines.

Most of the electric adding machines enter this country under 
the guise of calculating machines because the duty on calculators has 
always been 2 percent lower than for adders. I cannot recall another 
country that does not have the same duty for both machines. Our 
customs inspectors do not have the time or the inclination to check 
these imports carefully. The loss in customs collections .in imports 
of adding machines from a single country in just the one month of 
April would have paid the salary of one customs inspector a whole 
year. Importers also have the advantage of paying duty on only the 
f.o.b. cost of the goods. We are the only major trading country that 
does not, levy duties ad valorem c.i.f. port of entry.

Furthermore, in finished goods, such as machinery, our import 
statistics, as published by the Department of Commerce, are very 
poor due to so many misclassifications. Our export statistics also have 
many misclassifications and, for those concerned with our balance- 
of-payments position, do not separate truly commercial exports from 
those financed by the U.S. Government,

We hear so often from officials in the Departments of State and 
Commerce or from professors of economics in their ivory toners, 
telling us that office machinery is one of our major exports. They tell 
us how far ahead of everyone else is American technical know-how. 
The trouble is that when they speak of office machinery they conjure 
up large computers. Certainly we make for export several custom- 
built computers which are usually a single sale, and we also export 
a number of components to be incorporated into foreign computers. 
But do not get too excited when you see an export item one month 
jump $2 million and say that exports have increased. That was
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probably a large system for an airline and they need only one of 
them. We also'ship. some computers to be used in the automation 
of foreign factories who thus are able to reduce the cost of production 
of the consiuner goods they send to the United States. It is like 
selling a large jet passenger plane to a foreign-flag airline Avhich 
then earns many more dollars carrying American passengers and 
freight. Furthermore we have overlooked the increase in the sale of 
small planes manufactured abroad for our growing market in general 
aviation.

A few days ago a spokesman for the labor unions connected with the 
steel industry appeared before this committee and made several pro 
nouncements against multinational corporations. He felt that much 
of our present trouble was due to American firms building or buying 
plants abroad. The largest and best known office machine companies 
are multinational and I think that the history of typewriters that I 
have just given will explain Avhy. Can the U.S. Government continue 
a policy of allowing wages and salaries to increase constantly while at 
the same time making it easier and easier for foreign countries to ex 
port their products to the United States ? Are we to become a nation 
where vast numbers of skilled workers make a good living servicing 
and selling imported goods while the unskilled and the marginal 
worker resides as a ward of the state ?

Just 2 weeks ago your committee considered the President's request 
to increase the Federal debt limit. It is an academic exercise because 
everyone knows it will be done regardless of what is said here. Why do 
we try to fool the American people into thinking that this is something 
temporary ? Every time that debt is increased, the U.S. dollar is de 
valued in equal proportion. We don't like to admit that and most of 
the nations of the world have found the U.S. dollar as the best common 
denominator for use in international trade. So what do they do ? Some 
nations have decided to allow their currency to "float." When it gets 
through floating, it usually has a higher rate in relation to the dollar.

The theory of free trade is great—an ideal—and quotas is a nasty 
word. However, we must be realistic. There is a bill before this com 
mittee which I think is fair because it allows for flexible quotas. It 
does not bar outright certain products such as the Mexicans do, nor 
raise a high tariff wall. It gives the foreigner a share of the American 
market, increasing that share when the market rises, but lowering 
the foreign share when the market declines. This would give us a 
little more strength in negotiations in the future. We know that tariffs 
mean little and we wasted a great deal of time at the Kennedy round.

When Secretary Hull initiated his trade agreement program we 
were able to lead from strength because we had high tariffs from which 
to bargain. We muffed that opportunity badly. FolloAving the war 
many nations met at Havana to discuss trade concessions and which 
eventually came up with the General Agreement on Tariffs and Trade, 
we missed the boat again. It did not take the foreign negotiators very 
long to see that if they just sat there, those eager heavers from Wash 
ington full of theory but short on practice would give them what they 
wanted. To sit around 2 years while the Europeans were so obviously 
dragging their heels was, to my mind, outrageous.

It is time for a complete overhaul and not just patchwork. Economy
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in the administration of the Government would be a first step toward 
strengthening the dollar. I realize this is difficult. It is hard to tear 
down any empire once it has been established. In the meantime, I 
hope that you will recommend to the full House a foreign trade bill 
which will restore to our country some bargaining power for deal 
ing with other countries. Then I hope that you will not permit the 
Executive to enter into any international trade negotiations without 
first coming to the Congress for full discussion and approval. This 
will permit you to clean house and to bring about the introduction 
of new negotiators with fresh, up-to-date ideas and with permission 
to seek the advice and industrial knowledge of persons outside the 
Government.

Pending such future action it is incumbent upon the Congress to 
see that those in the executive branch who administer existing laws 
affecting foreign trade give more consideration to the plight of Amer 
icans and the protection of American business within existing regula 
tions. I think this has already been expressed by past witnesses.

Thank you, Mr. Chairman.
Mr. VANIK. Thank you very much.
Are there any questions ?
Mr. GIBBONS. You certainly have made an excellent statement here, 

and I want to thank you for allowing us to have this chart. I think it 
is most informative.

May I ask you a question about this chart: I think a chart like 
this would be fine in our committee records, but I notice you have 
on here all rights reserved. Would it be all right to put this in the 
committee record?

Mr. HUNT. This is why I handed it to you. It is simply not for pub 
lication. Some companies pay me money for this and I want to pro 
tect it.

Mr. VANIK. The understanding is it will not be published but it 
will be available to the members of the committee.

I would suggest perhaps we ought to have extra copies for the 
other members of the committee.

Mr. Betts.
Mr. BETTS. I don't know how to say this. I guess there are two sides 

to every question. I have been hearing the other side and I think you 
have stated your side most articulately, and I want to compliment 
you for it.

Do you have the number of the bill that you mentioned at the bot 
tom of page 5, and at the top of page 6 ?

Mr. HUNT. I dp not have the number because about 70 members 
have introduced it. It goes under the so-called Fair International 
Trade Act.

Mr. BETTS. The reason I asked, I am sure that is the bill I introduced 
and sponsored. Mr. Dent and I had a special order on it one day. We 
got a lot of support for it. I am particularly happy to have you men 
tion it. I think you are the first witness here who has mentioned it and 
I am glad to see some support for it. I feel it offers some relief no other 
bill offers. It triggers in relief to fit the imports situation. When the im 
port situation increases, quotas are restricted, and vice versa, If the 
import situation eases up, then the quotas are relaxed a little bit.
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I just want to say I happy to have you mention the bill and know 
you support it.

Mr. HUNT. It does have the advantage of giving the foreigner enough 
of the business in this country so as to keep competition while still 
giving some protection, and something from which we may bargain.

Mr. Chairman, I would like to say one other thing: Yesterday you 
had a gentleman here from Wang Laboratories. The man is a Chinese- 
American who started the company. He mentioned the problem of 
electronic calculators. Wang is one of the American manufacturers. 
They also make a mini-computer. The electronic calculator is just 
about as Japanese now as the television business.

Mr. BETTS. Are there any typewriters made and manufactured in 
the United States?

Mr. HUNT. There is only one model portable typewriter made here. 
We still manufacture a good many office typewriters, as they are called. 
In this field, the manual machine is declining in demand, naturally, 
and the electric machine is gaining. The smaller electric ones are the 
ones mostly being imported but we have quite a few of the large-sized 
machines such as you use in your office coming from such countries 
as Germany, Italy, and Sweden in particular.

Mr. VANIK. Thank you very much. We certainly appreciate your 
testimony.

Mr. GIBBONS. May I ask one question about the chart.
This chart is on a yearly basis, is that right ?
Mr. HUNT. That is calendar year and the source of this is mainly 

taken from the Customs of the various countries. These machines 
actually pass through the Customs.

Mr. GIBBONS. I understand. The United States apparently imports 
from these 11 countries that you have here, 1,400,000 typewriters last 
year; is that right ?

Mr. HUNT. Yes, sir.
Mr. GIBBONS. We only sold about 100,000 ?
Mr. HUNT. If you add those four figures together you will get about 

90,000 some of those we exported. You see the countries included are 
Puerto Rico and places like the Ryukyu Islands, which is Okinawa. 
Many of those are in the foreign aid program and many of them are 
specialized. In the portables those are mostly the electric of 
semielectric.

Mr. GIBBONS. How many do we sell to South Vietnam ?
Mr. HUNT. South Vietnam shows a lot of typewriters, but it is hardly 

like a real commercial sale.
Mr. VANIK. They get them at the surplus sales, service them, and 

they are sold onto the market.
Mr. GIBBONS. It is still not many typewriters for South Vietnam.
Mr. HUNT. No, sir; but there are not so many people who can type, 

outside of the military.
Mr. VANIK. Thank you very much.
Mr. HUNT. Thank you, Mr. Chairman.
Mr. VANIK. Our next witness is Mr. William F. Christopher, chair 

man, International Committee, Society of Plastics Industry.
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STATEMENT OF WILLIAM F. CHRISTOPHER, CHAIRMAN, INTER 
NATIONAL COMMITTEE, SOCIETY OF THE PLASTICS INDUSTRY; 
ACCOMPANIED BY ROBERT R. TIERNAN, COUNSEL
Mr. CHRISTOPHER. Mr. Chairman and members of the committee, 

my name is William F. Christopher. I am director of marketing for 
Hooker Chemicals Corp. whose main offices are located at 277 Park 
Avenue, New York City. I am accompanied by Kobert R. Tiernan, 
counsel of the society.

I am also chairman of the International Committee of the Society of 
the Plastics Industry, Inc. In that capacity, I am pleased to have 
the opportunity to file this statement as a means of presenting the so 
ciety's views on two major trade bills introduced in this session of Con 
gress, H.R. 14870 and H.R. 16920. In accordance with the instructions 
set forth in the committee's press release of May 4,1 shall also comment 
on and present recommendations concerning other means of stimulat 
ing United States exports.

SUMMABT

The statement of the Society of the Plastics Industry, Inc., the national trade 
association for the plastics industry, contains specific comments on those Sections 
of H.R. 14870 and H.R. 16920 of direct interest to the plastics industry. In addi 
tion, the statement offers a number of recommendations with respect to further 
legislative steps which are deemed appropriate at this time.

In its statement, the Society recommends enactment of Section 201 of H.R. 
14870 which would enable the President to reduce tariff duty rates through 
July 1, 1973, subject to the limitations that (1) the President be authorized to 
reduce duties by a maximum of 10 rather than 20 percent and (2) the legislation 
specifically provide that such authority may be exercised only where necessary 
to implement existing trade agreement programs.

The statement strongly urges that those Sections of H.R. 16920 which would 
serve to liberalize the criteria for tariff adjustment and adjustment assistance be 
adopted at an early date. Support is also given for enactment of Section 203 of 
H.R. 14870 which would broaden the President's powers to take retaliatory action 
against discriminatory acts of'other nations which affect U.S. trade.

The statement recommends that top priority be given to the taking of legislative 
action aimed at equalizing competitive imbalances disadvantaging United States 
exports which result from differing tax structures of other industrialized nations. 
Among other things, the Society recommends offsetting tax relief to minimize 
the distortion to trade caused by border taxes and specifically endorses a number 
of other tax measures including adoption of the Treasury Department's DISC 
proposal.

It is also recommended that legislative action be taken to simplify documenta 
tion involved in conducting export business. Additionally, it is suggested that 
increasing emphasis be placed on the removal of inequities to United States ex 
port trade caused by disparities in ocean freight rates favoring our foreign 
competitors.

Finally, a number of administrative recommendations are made including sup 
port for a strengthened Office of STR and other organizational steps aimed at 
increasing industry-government dialogue on trade matters.

Mr. CHRISTOPHER. By way of introduction, the Society of the Plastics 
Industry, Inc., is a corporation organized and existing under the mem 
bership corporation laws of the State of New York. The societv's 
functions are to represent and serve as the official spokesman for the 
plastics industry in the United States; to provide and stimulate 
organized research, education, and informntion within the industry 
and with governmental bodies and other interested organizations; to 
act as an authoritative central forum for its member companies; and
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to promote the use and application of plastics, consistent with the 
public interest. The society is composed of over 1,200 companies, which 
supply raw materials, process or manufacture plastics or plastic prod 
ucts, engineer or construct molds or accessory equipment for the plas 
tics industry, and engage in the manufacture of plastics machinery. 
The society is the major national trade association of the plastics 
industry, its membership being responsible for more than three- 
fourths of the total dollar volume of industry sales in the United 
States.

The international committee is a standing committee of the society 
whose function it is to consider, investigate, make recommendations, 
and take action on the plastics industry's behalf with regard to mat 
ters involving international trade. One of the primary activities of 
the committee is to represent the industry on such matters before 
appropriate committees of Congress as well as other agencies and 
departments of Government. The committee also serves as a vehicle 
to keep society members abreast of current developments in inter 
national trade.

I. STATEMENT OF GENERAL POSITION

In general, the society supports H.E. 14870 insofar as it would give 
the Persident authority to deal with discriminatory acts against U.S. 
exports. Moreover, the society strongly endorses that portion of H.E. 
16920 which would ease the eligibility criteria for tariff adjustment 
and adjustment assistance for firms, workers, and industry alike. In 
addition, while not supporting the exact proposal as embodied in 
either of those bills, the society believes that the President should be 
given authority to reduce tariff duty rates, such authority, however, 
to be restricted to adjustments administratively required by the opera 
tion of existing trade agreements programs.

The society is also of the opinion that there are other matters per 
taining to trade which should be dealt with by way of legislation at 
this time. One such matter is the trade disadvantage to U.S. goods 
resulting from differences in taxation systems and practices among 
nations. Another is the establishment of more formal machinery which 
would enable U.S. industry to participate more meaningfully with 
Government on tariff and trade matters.

In the succeeding portions of this statement, I shall first comment 
on those specific measures proposed in H.E. 14870 and 16920 which 
are of direct interest to the plastics industry. Thereafter, I shall offer 
those recommendations of the society with respect to such further 
legislative steps as are deemed appropriate at this time.

II. COMMENTS

A. Extension of President's authority to reduce tariff duty rates (sec
801 of H.R. Ik870, sec. 203 of H.R. 169%0}

Section 203(a) of H.E. 16920 is aimed at extending, until July 1, 
1973, the authority of the President to reduce tariffs as originally 
granted in the Trade Expansion Act of 1962. On the other hand, 
section 201 of H.E. 14870 would serve to confer one authority on the 
President to reduce tariff duties by 20 percent across-the-board through
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July 1, 1973. TVTiile the printed analysis of that bill indicates an 
intent to restrict the exercise of such authority to what is necessary 
to meet existing trade obligations, such limitation is not set forth 
in the proposed statutory language as it is in H.R. 16920.

The society is of the view that the President should be given suffi 
cient authority to enable him to reduce tariff duty rates for "house 
keeping" purposes. However, it is believed that tariff-reducing author 
ity of a magnitude of 10 percent rather than 20 percent as proposed 
in H.R. 14870, would be more than adequate to accomplish this result. 
Moreover, the limitation of such authority to the implementation of 
existing trade agreements programs should be set forth explicitly 
in the statutory language substantially as it is in H.R. 16920. Subject 
to these reservations, the society supports section 201 of H.E. 14870.

There is one very serious problem presented by section 203 of H.R. 
16920 which must not be overlooked. Section 203 would restrict the 
extension of the President's tariff reducing authority to what remains 
unexercised after the "Kennedy round" cuts. That restriction is such 
that the only items to which the proposed extended authority could 
apply would be the very items which were excepted from a full 50 
percent reduction during the "Kennedy round" precisely because 
they were deemed by our negotiators to be particularly import-sensi 
tive, and therefore, deserving of special treatment. Examples of some 
commodities in the plastics industry which were accorded such treat 
ment were polyester and/or acrylic buttons (TSUS item 745-32); 
button blanks, molds, or parts of buttons (TSUS item 745.40); eye 
glasses, and so forth valued over $2.50 per dozen and frames, mount 
ings, and parts thereof (TSUS items 708.45 and 708.47); billiard, 
pool, and bagatelle balls (TSUS item 754.05); and wearing apparel, 
not specifically provided for, of rubber or plastics (TSUS item 772.30). 
In view of the fact that commodities falling within these categories 
undoubtedly continue to remain import-sensitive, it would not be ap 
propriate to restrict any extension of the President's authority to 
reduce duty rates for "housekeeping" purposes solely to these items.

Based upon the foregoing, it is the society's recommendation that 
section 201 of H.R. 14870 be adopted subject however, to the limita 
tions that the President be authorized to reduce tariffs by 10 rather 
than 20 percent through July 1, 1973, and that the legislation spe 
cifically provide that such authority may be exercised only where 
necessary to implement existing trade agreements programs.
B. Foreign Import Restrictions and Other Discriminatory Acts

(Section %Q3 of H.R. 14870)
Section 203 of H.R. 14870 proposes to give the President authority 

to take retaliatory action against discriminatory acts by other nations. 
Previously, this authority was limited to agricultural trade. Section 
203 also serves to broaden the definition of discriminatory acts to 
include the providing of subsidies or other similar incentives by other 
nations which have the effect of impairing the United States competi 
tive position in third country markets.

The society believes the fundamental rules of fair play dictate that 
the President should have the ability to take retaliatory action against 
discriminatory acts with respect to all commodities. Moreover, -we 
agree that exercise of this power should be authorized without regard
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to whether the United States is competitively disadvantaged here or 
in some other third country market. Accordingly, the society strongly 
supports section 203 of H.R. 14870.
C. Tariff ^Adjustment and Adjustment Assistance (Sections 301-305 

of H.R. 14870; Sections 201 and 202 of H.R. 16920) 
The society wholeheartedly endorses all of these portions of H.E. 

16920 which would amend the present law regarding tariff adjustment 
and adjustment assistance. It strongly recommends adoption of that 
provision of the bill which would abolish the requirement that relief 
be limited to injuries resulting from prior tariff reductions. Likewise, 
the socety supports the redefinition of criteria which would permit 
firms, workers, and industry to be eligible for tariff adjustment or 
adjustment assistance if imports have or are likely to be a substantial 
cause of injury. This is a significant step forward from present stand 
ards which require proof that imports are a "major" cause of injury, 
and is an improvement over H.R. 14870 which would require industry, 
unlike individual firms or workers, to show that imports are the 
"primary" cause of serious injury.

The society is also in agreement with the philosophy as expressed 
in H.R. 16920 that tariff adjustment and adjustment assistance should 
be made permanent cornerstones of United States trade policy, that 
consideration of such relief should be handled on an expeditious basis, 
and that the United States Tariff Commission should retain its fact- 
finding and advisory roles in this area.

Finally, the society urges adoption of the definition of the term 
"domestic industry" contained in section 212(e) of H.R. 16920 sub 
ject, however, to the suggestion that geographic considerations should 
also be taken into account. Certinly, the definition of industry should 
be sufficiently flexible to permit tariff adjustments to be granted 
where imports are causing or likely to cause injury in an appropriate 
regional area. It is therefore, recommended that section 202 (e) be 
amendedd to insert the phrase ". . . appropriate regional or national" 
immediately before the word "aggregate" in line 13, page 10 of the 
committee print of H.R. 16920.

III. RECOMMENDATIONS FOR FURTHER LEGISLATIVE ACTION

A. General
Many of the industrialized nations of the free world have very effec 

tive export incentive programs. While these incentives take* many 
forms, their purpose is clear—to make export business as attractive as 
possible.

The United States has generally avoided such mechanisms, relying 
instead on the business community to compete in world markets 
through a combination of export sales and foreign production facili 
ties. Because its efficiency and productivity has enabled U.S. industry 
to equalize competitive disadvantages, these policies have served the 
Nation well in the past. However, the deteriorating position of the U.S. 
trade balance has given rise to increasing concern about present poli 
cies and it is now belieAred that it will be necessary for Government to 
take additional steps to increase exports by giving assistance aimed at 
balancing the position of domestic firms vis-a-vis their foreign 
competitors.
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Admittedly, the problem of equalizing competitive imbalances to 
increase our exports is highly complex. However, a touchstone in any 
such program must be an awareness that one of the key elements now 
restraining an increase in our exports is that the net realization on 
such exports, taking into account the risks involved, the effort re 
quired, and the need of highly skilled personnel, is not satisfactory. 
The solution, therefore, is an export program which mows toward 
equalizing competitive disadvantages thereby augmenting the net re 
turn on export sales to a degree sufficient to induce U.S. firms 
to more actively participate in international trade. We believe that the 
Government is free to adopt a number of limited measures which, in 
the aggregate, would go a long way toward making exports a more 
attractive business.
B. Tax Considerations

Seven years ago, in 1963, industry sutdies on trade barriers identified 
border taxes as a discrimination that was then limiting our interna 
tional trade. Industry projections were that border tax adjustments 
would become an increasing]}' significant discrimination against our 
trade as more countries adopted the value added system of taxation 
and as the EEC countries harmonized to a common value added tax 
rates. This is what has happened. Yet, not until President Johnson's 
"Balance of Payments" message in January 1968 was there any official 
recognition by Government of the border tax disadvantage to U.S. 
trade. In that message, President Johnson made a sort of Presidential 
commitment to do something about border taxes. During the course of 
subsequent hearings before the Ways and Means Committee, the view 
was expressed by the committee chairman that "something" had to be 
done about border taxes. Today, an additional 2% years have passed 
and Government has yet to take action aimed specifically at redressing 
this inequity.

In January 1969, Ambassador William M. Roth's report to the 
President entitled "Future U.S. Foreign Trade Policy" discussed the 
border tax problem, listed seven possible actions that could be taken, 
and concluded, "The United States should press its present initiative 
in the GATT with the objective of negotiating in 1969 a solution that 
would substantially neutralize the trade distortion caused by border 
tax adjustments." Three of the public advisers participating in the 
preparation of the report added comments recommending unilateral 
action should efforts through GATT prove nonproductive. However, 
since the Roth Report was submitted, seventeen months have gone by 
without any meaningful progress.

In 1947, when the GATT was organized as a temporary mechanism 
to deal witli trade matters, the contracting parties agreed that taxa 
tion should be trade neutral. To accomplish this it was specifically 
agreed that exported goods would be taxed in the country of destina 
tion; not in the country of origin. In this way all goods—domestic 
and imports—would be similarly taxed in the consuming country. 
Taxes on goods (indirect taxes) in the exporting country would 
either not be paid, or would be rebated. In the importing country, 
such taxes would be levied at domestic tax rates, and tax neutrality 
would be achieved. This agreement amounted to confirmation of the 
current practice at that time. For the trading world, of the l!)40's
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and 1950's this concept was workable enough, for at least two reasons: 
(1) The primary objective of U.S. trade policy was economic support 
for the rebuilding of overseas economies ravaged by war, and (2) 
taxes on goods were at that time far less significant in the taxation 
system of competing nations than is the case today.

In such a trading world it was not illogical to assume that taxes 
on goods (indirect taxes) are shifted forward to consumers and, there 
fore, should be borne by consumers in the country of destination and 
that taxes on income (direct taxes) are paid out of profits and are 
not shifted forward in the form of higher prices to the consumer and, 
therefore, should be borne in the country of origin. With these as 
sumptions on the incidence of indirect and direct taxes, the border tax 
adjustments could be considered trade neutral.

Assumptions, however, are not always validated by experience, 
and seldom in the realm of economics can survive unchallenged or 
unblemished for a quarter century. And structures of economic logic 
can be consistent in their reasoning without being consistent in their 
relevance to the real world. Such is the case with the historical assump 
tions and logic of border tax adjustments.

Professor William J. Brown writing in the May 1970 issue of 
Business Economics constructs a matrix to show the effect of various 
combinations of border tax adjustments on U.S. trade. Using Pro 
fessor Brown's approach, but modifying it to include only the border 
tax situation as it exists today, gives us the following simplified 
matrix:

EFFECT OF BORDER TAX ADJUSTMENTS ON TRADE

A. 

B.

EEC value added tax 
rebated on exports

Borne entirely by consumers.

Borne partly by consumers, partly 
by producers.

U.S.

Borne entirely 
by consumers

1. Disadvantage to 
United States. 

4. Disadvantage to 
United States.

United States.

corporate income tax not rebi

Borne partly by con 
sumers, partly by 
producers

2. Disadvantage to 
United States. 

5. Disadvantage to 
United States.

United States.

ited on exports

Borne entirely 
by producers

3. Neutral.

6. Disadvantage to 
United States.

United States.

The left hand column of this matrix shows the EEC value added 
tax which is rebated on exports and lists three possible conditions for 
the incidence of this tax: (A) It might be borne entirely by consumers; 
(B) It might be borne partly by consumers and partly by producers; 
and (C) It might be borne entirely by producers. Similarly, the row 
across the bottom of the matrix shows the U.S. corporate income tax 
which is not rebated on exports and lists the same three possible con 
ditions for the incidence of this tax. The matrix cells, 1 through 9, show 
the effect on U.S. trade of all combinations of these possible conditions 
of tax incidence.

It can be seen that, if the rebated value added tax is wholly borne 
by consumers and if the U.S. corporate income tax which is not rebated 
is wholly borne by producers, the trade effect is indeed neutral (cell 3). 
However, under any other conditions, the trade effect is a disadvantage 
to U.S. producers.

What are the probabilities that the value added tax is, in fact, 100



3328

percent borne by the consumer and not, in any amount, shifted back 
ward to the producer and the U.S. corporate income tax 100 percent 
borne by the producer and not, in any amount, shifted forward in 
price? The answer to this question requires definitive studies of tax 
incidence for both the value added tax and the U.S. corporate income 
tax. Studies that have been made of the U.S. corporate income tax range 
in their conclusions from 100 percent incidence on producers to 100 per 
cent incidence on consumers. In our view, such studies do substantiate 
the conclusion that the tax, in fact, is borne to some considerable extent 
by the consumer. Similarly, studies on the value added tax indicate 
at least some incidence on producers.

Whatever the precise facts, it would be hard indeed to substantiate as 
valid the one pure condition under which present border tax adjust 
ments are trade neutral for the United States. To any extent that 
value added taxes are borne by producers and to any extent thalt U.S. 
corporate income taxes are borne by consumers, the present system of 
border tax adjustments discriminates against U.S. trade.

The society's assumption is that, in the economic world of the 1970's, 
the incidence of the two taxation systems falls substantially on con 
sumers in both cases. Based on this assumption, cell 5 or cell 1 appears 
to best describe the present effect of border tax adjustments on U.S. 
trade. For this situation, it follows that trade neutrality would be 
achieved by establishing similar border tax adjustments for both taxa 
tion systems.

The foregoing considered, the society recommends that our Govern 
ment allow or negotiate to allow offsetting direct tax credits for foreign 
indirect taxation paid by or on behalf of U.S. exporters as -well as to 
grant similar offsetting relief to the extent that such taxes are rebated 
to our foreign competitors when competing in third country markets. 
To some extent, such a program can be accomplished within existing 
GATT rules. Beyond this, it may be necessary for the administration 
to negotiate revisions to GATT aimed ultimately at achieving full 
competitive equalization. 'Such a program must be given top priority 
by this administration and by Congress.

Two further points might appropriately be made to provide addi 
tional background for evaluating the present effect of value added tax 
adjustments. The value added tax is a new development. It was in 
vented by France where it was adopted by the French Parliament in 
1954 and was only implemented in its present form hi France in Janu 
ary 1968. Only in the last 3 years has this taxation system been broadly 
adopted throughout Europe. While in the early early sixties foresight 
could project the problem coming, only now is the value added tax 
system really operating as a serious deterrent to our trade.

The second additional point is that, as has been seen earlier, only by 
interpretation can the value added tax be considered as a tax on goods 
and, therefore, eligible for border adjustments under GATT. The fact, 
though, is that the tax is not levied on goods, but on producers, just as 
is our corporate income tax. The tax basis is total value added, includ 
ing profit, which is part of value added. Considered in this context, 
only favorable and, we believe, quite generous interpretation of GrATT
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rules results in the present continued discrimination between the EEC 
value added tax and the U.S. corporate income tax.

In addition to the recommendations set forth above, the society also 
endorses the suggestions of the National Export Expansion Council 
for amendments to the Internal Revenue Code which would have the 
following results:

1. Liberalization of export trade corporation provisions.
2. The elimination of foreign sales income from subpart F.
3. The extension of Western Hemisphere Trade Corporation pro 

visions so that they will apply to export sales.
4. The granting of an annual capital allowance for equipment in the 

United States which is used in producing goods for export.
5. The granting of a substantial incentive deducton for promotion 

expenses in connection with export sales.
Finally, the society also recommends adoption of the Domestic In 

ternational Sales Corporation (DISC) proposal of the Treasury De 
partment as one constructive step forward in the neutralization of tax 
burdens now imposed on U.S. industry.
C. Foreign Investment

Existing foreign direct investment controls seriously hamper the 
U.S. plastic industry's ability to participate profitably in foreign mar 
kets, a disadvantage which far outweighs any possible benefits which 
may be realized by such controls. The society, therefore, urges their 
elimination.
D. Documentation

It is generally recognized that the number and complexity of ship 
ping and other documents involved in doing business overseas is a 
major barrier to exports from this country. This is particularly true 
of many smaller companies, which, numerically, constitute the major 
ity of the society's membership. We believe that many of such com 
panies do not participate fully in world trade, at least partly because 
of the complex and burdensome requirements for documentation.

The society is aware of the efforts Tbeing made to simplify documen 
tation by both governmenmtal and private organizations. We strongly 
urge that these matters be given top priority and that the Congress 
move promptly to pass enabling legislation aimed at achieving these 
desired ends where necessary.
E. Ocean Freight Rates

Ocean freight rates represent a significant part of the landed value 
of exported products and inequities in rates, therefore, distort trade. 
However, heretofore, the greatest emphasis appears to have been 
placed on the disparities between freight rates on items inbound to 
the United States vis-a-vis those applicable to outbound shipments. 
While disparities in such bilateral trade should continue to receive 
attention, it is the society's belief that similar emphasis should also 
be given to the presence of disparities to third countries. This will 
serve to assure that U.S. plastics producers will not be at a further 
disadvantage in competing with other major manufacturing countries 
in those markets.
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As a first step in implementing a positive program in this area, 
the society recommends that strong efforts be made to assure coopera 
tion between U.S. shippers and ocean carriers serving the United 
States to develop rates and conditions conducive to increasing our 
export trade to third countries. Specifically, we recommend that con 
sideration be given by both the administration and the Congress to 
the passage of legislation which would give antitrust immunity to 
groups of shippers which deal collectively with ocean carriers and 
conferences of carriers on matters pertaining to rates and other 
conditions of carriage.
F. Administrative Recommendations

In the society's opinion, one of the significant shortcomings in U.S. 
trade policy has been the existence of a serious "information gap" 
between those in government responsible for implementing our trade 
programs and those in the private sector who have such vital interests 
at stake, most notably domestic industry. This was evident, for ex 
ample, in the concluded "Kennedy round." Due to the lack of any 
really manageable system, it was difficult—often impossible—to estab 
lish a meaningful dialogue between industry and those officials re 
sponsible for the conduct of our negotiations. As a consequence, in 
many instances, our negotiators were deprived of the in-depth knowl 
edge needed to make fully informed and truly enlightened decisions.

The society is aware that the administration has now formed a 
Commission composed of those in the private sector to examine and 
prepare recommendations on trade and related policies. While we 
applaud this move, it does not appear that the Commission is intended 
to meet the need for an industry-advisory program aimed at dealing 
with matters relating to specific commodities or commodity groups. 
Accordingly, we make the following recommendations concerning 
such an industry-advisory program.

1. The advisers should be organized on a "sector" concept, with 
plastics as one sector, and there should be as few advisors as possible. 
In turn, the industry advisers would organize contacts within their 
industries so that prompt and reliable data would be readily available.

2. The appointment of the industry advisers should be made official 
rather than unofficial. Among other things, this would give rise to 
obligations which would substantially solve problems of confidential 
ity. Moreover, those appointed would be experienced individuals ac 
customed to handling confidential information, and they could be 
relied upon to do so. This would result in far greater access to reliable 
and pertinent economic data.

3. The industry advisers should be called upon to participate in 
discussions and conferences, and in a continuing two-way dialogue on 
all aspects of trade negotiations. This would include counselling con 
ferences with the Office of the Special Representative for Trade Nego 
tiations, advisory participation in tariff negotiations, attendance at 
OECD Industry Committee and other committee meetings, patricipa- 
tion in or an advisory relationship to participants at UNCTAD con 
ferences, and participation or advisory service for regional trade 
organization conferences.
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Another important consideration for future trade policy is a better 
coordination or "Orchestration" of the various government informa 
tion sources, such as the Tariff Commission, the Department of Com 
merce, the Bureau of Customs, and the many other agencies and de 
partments involved. Under present procedures, each agency gathers 
and disseminates its information and views within the limited context 
of its own particular functions. Clearly, their horizons must be ex 
panded to encompass the worldwide competitive and trade situation. 
Undoubtedly, this will require some redefinition of responsibilities and 
functions for each agency source.

The establishment of the office of STR under the provisions of the 
Trade Expansion Act of 1962 has provided an improved administra 
tive method for handling the complicated problems of trade negotia 
tions. The society continues to support that office and urges that it be 
further strengthened by the addition of personnel and resources to 
better cope with the many problems now before it.

We trust that the views expressed in this statement will be of value 
to the Committee on Ways and Means in its consideration of H.E. 
14STO and H.R. 16920 and that the members of the committee will con 
sider the recommendations contained herein to be constructive and 
helpful. Needless to say, if you wish us to further amplify any of the 
points we have covered, or if you have any questions whatsoever con 
cerning the contents of this statement now or later, please do not 
hesitate to call upon us.

Thank you very much.
Mr. VANIK. Thank you very much.
Mr. GIBBONS. I want to commend the witness for a very thoughtful 

statement.
When you were describing the Kennedy round I almost thought you 

were describing Congress here. I appreciate those remarks.
Mr. VANIK. Mr. Betts.
Mr. BETTS. No questions.
Mr. VANIK. Thank you very, very much. We certainly appreciate 

your testimony.
At this time we will hear our final witness, Mr. Myron Solter, 

counsel for the Clothespin & Veneer Products Association. We are 
sorry to keep you so late, but we are here too.

STATEMENT OF MYRON SOLTER, COUNSEL, CLOTHESPIN AND 
VENEER PRODUCTS ASSOCIATION

Mr. SOLTER. Mr. Chairman, members of the committee: 
My name is Myron Solter. It is my pleasure to appear before the 

committee today as counsel for the Clothespin & Veneer Products 
Association. This association accounts for virtually the total produc 
tion of wooden clothespins, wooden toothpicks, and numerous other 
small woodenware articles in the United States. A list of the members 
of the association is appended. 

(The list referred to follows:)

•46-127—70—pt. 11———21
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CLOTHESPIN AND VENEEB PRODUCTS ASSOCIATION, INC.
Diamond National Corporation, National Clothespin Co.,

733 Third Avenue, Box 247,
New York, New York Mpntpelier, Vermont

Forster Manufacturing Co., Inc., Penley Brothers,
Wilton, Maine West Paris, Maine

Hardwood Products Co., Solon Manufacturing Co., Inc.,
Guilford, Maine Solon, Maine

Mr. SOLTER. The Clothespin & Veneer Products Association 
wishes to express its unqualified support for H.K. 16920 and its sup 
port for those portions of the administration's trade bill, H.R. 14870, 
which would amend the escape clause.

An important place in these hearings has been devoted to the "spe 
cial" problems of the textile and footwear industries and the proposal 
contained in H.R. 16920 to establish mandatory import quotas for the 
products of those two industries. The textile and footwear industries 
have the full support of our small clothespin and veneer products 
industry, both in claiming special status and demanding mandatory 
import quotas.

However, it is my task today to present the dilemma of the doomed, 
small industry—small in the sense of not having sufficient national 
importance to merit consideration as a "special case" entitled to the 
protection of legislatively imposed import quotas; doomed in the 
sense that there exists no adequate defensive remedy for such non- 
special small industries being destroyed by excessive import compe 
tition. Thus posed are the two horns of the dilemma: being nonspecial, 
it is fruitless for the small industry to seek mandatory legislative 
quotas, and, alternatively, it is equally fruitless to pursue the small 
industry remedy of the escape clause as it is presently constituted.

We think it is extremely important that the committee recognize 
that the problems we present here today are typical of many other 
similarly situated small industries in the United States, that in the 
aggregate the relative importance of such industries can be quite spe 
cial, and that the remedy we propose can have general application to 
many other small industry groups.

When the effects of excessive import competition on the clothespin 
and veneer products industry are examined, we are impelled to the 
conclusions that—

(1) Without adequate protection from excessive import competition, 
this industry cannot survive the full ambit of the Kennedy round duty 
reductions.

(2) The problems entailed by the loss of jobs and the economic 
impact on the communities involved cannot be solved by adjustment 
assistance.
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(3) The escape clause as presently constituted affords no "escape" 
at all, and to provide small industry an effective tariff adjustment 
remedy the present criteria of eligibility for escape clause relief must be 
amended along the lines of H.K. 16920. It is for this reason that the 
Clothespin and Veneer Products Association supports, in full, H.R. 
16920 and with reservations those parts of H.K. 14870 proposing 
amendments to the "Escape Clause."

The Kennedy round duty reductions are inducing rapid increases in 
imports—each new reduction tolls the death knell for the clothes 
pin and veneer products industry 

All categories of products manufactured by our industry are afflicted
by the progressive Kennedy round duty reductions and the consequent
increases in imports. Projection of the trends already established point
to the inevitable destruction of the industry.

A, Clothespins
The wooden clothespin industry has suffered much from import 

competition over a long period of years, and its problems are not 
unknown to this committee. I shall not, for that reason, burden the 
record with repeating the early history of these problems. That history 
was ably detailed to the committee during its 1968 tariff and trade 
hearings and is contained in that record.

Two significant facts must be noted, however.
First—The U.S. Tariff Commission found in 1957 that restoration 

of the full duty rate of 20 cents per gross on spring clothespins would 
not be adequate, even at the prices then prevailing, to protect the 
domestic industry from continuing serious injury and recommended 
the application of a quota. The President chose to disregard the Com 
mission's quota recommendation and applied instead the full duty 
rate, in consequence of which the courts eventually struck down all 
relief as an unconstitutional exercise of legislative powers by the 
Executive.

The significance here is that the 20-cent rate did not have the effect 
of significantly reducing import levels, but only tended to inhibit the 
level of imports of spring clothespins to about the same level (28 to 31 
percent of domestic consumption) which the Tariff Commission had 
found to be causing the industry serious injury during the period up 
to 1957. Subsequent events have proved the Tariff Commission to have 
been correct in its judgment that the 20-cent rate was inadequate to 
protect the industry. (See Statistical Appendix A.)

(Appendix A referred to follows:)
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Mr. SOI/TEH. The second significant fact is that, as was wholly pre 
dictable, as duty rates go down pursuant to the Kennedy round pro 
tocol, imports' relative share of domestic consumption is going up.

CORRELATION OF DUTY REDUCTION WITH INCREASED IMPORTS OF SPRING CLOTHESPINS

Year

Average, 1963-67
1967... _. .......
1968...........
1969............. .

Duty rate 
(cents per 

gross)

20
20
18
16

Percent 
imports of 
domestic 

consumption

29.0
30.0
33.7
36.1

No special gift of prophecy is needed to see that projection of the 
trend thus evidenced will lead in 1972, when the duty will have reached 
10 cents per gross, to an import share of domestic consumption equal 
to some 46 percent. But that prophecy assumes a linear projection, 
which probably understates the damage because it omits from the 
equation the factor that, while the annual duty reductions accord the 
foreign competitors an increasing, cumulative cost advantage, the 
domestic industry is concurrently experiencing, and will continue to 
experience, rapidly rising costs in the face of inflationary pressures in 
the United States. This widening cost-disparity factor, applied to the 
essentially static U.S. market for wooden clothespins, makes it highly 
probable that the volume of imported clothespins will be far in excess 
of 50 percent of domestic consumption, particularly since one or more 
present producers may be driven out of production by that time.

B. Wooden Toothpicks
The trend of wooden toothpick imports is much the same as that of 

spring clothespins—a rapid rise in the share of imports in domestic 
consumption concurrently with the progressive Kennedy round re 
ductions. The available data are set out in statistical Appendix B.

(Appendix B referred to follows:)
APPENDIX B.—U.S. SHIPMENTS, IMPORTS, AND DOMESTIC CONSUMPTIONS OF WOODEN TOOTHPICKS

|ln millions of dollars]

Year

1964............. . .............
1965.............................
1966...-----,.. ...-----...-....
1967-. .-.-..--..-------,---.----
1968
1969., ..........................

U.S. 
shipments

.--.--.--....-... 4.2

.....---.„-....... 4.3
— .------_...-... 4.6
....--....-,--.... 4.8
.................. 14.8

i A S

Imports

0.237
.440

1.010
.436
.635

1.200

Domestic 
consumption

4.437
4.740
5.610
5.236
5 435
6.000

Percent 
imports of 

domestic 
consumption

5 4
9.3

18.0
8.4

11.7
20.0

i Estimated at 1967 rate.
Source: Summaries of Tariff Information, TC Pub. 269,1968, pp. 93 ff. Bureau of the Census.

Mr. SOLTER. The full rate of 25 per cent ad valorem applicable to 
toothpicks had already been reduced to 12.5 per cent by prior trade 
agreement concessions before the Kennedy round negotiations, and 
in consequence of the Kennedy round will have fallen to a negligible 
6 per cent by 1972.
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That the Kennedy round reductions are inducing increased imports 
is obvious:

CORRELATION OF DUTY REDUCTIONS WITH INCREASED IMPORTS OF WOODEN TOOTHPICKS

Year

Average, 1964 to 1967...............— .............
1967...............................................
1968..... . ........ .........................
1969......... ———.._ —— .. ——— ... —— ———

Ad valorem
duty rate
(percent)

—— —— .. ————— ..—— 12.5
............................. 12.5
........ .............. 11.0

.. —— ——— ... —————- 10.0

Percent
imports of

domestic
consumption

10.2
8.4

U1.7
'20.0

> Estimated. See statistical app. 6.

Projection of the curve thus constructed would indicate the 1970 
import volume at some 30 per cent of domestic consumption. Further 
projection produces astronomic levels.

C. Other small ivoodenware products
The industry here concerned produces, in addition to clothespins 

and toothpicks,_ a variety of articles from flat veneer such as ice cream 
sticks, coffee stirrers, ice cream spoons, cocktail spears, paint paddles, 
and so forth,.

The identification and matching of categories of such articles be 
tween domestic production and imports since the year 1967 is beyond 
the resources of the Clothespin and Veneer Products Association. How 
ever, valid comparative data compiled by the U.S. Tariff Commission 
through 1967 do exist and are set out here:

SHIPMENTS, IMPORTS, AND DOMESTIC CONSUMPTION OF SMALL WOODENWARE PRODUCTS, 1964-69

fin millions of dollars]

Year

1964..... ............
1965..... .. .
1966.............. .
1967.... .
1968.............. ..
1969..............................

U.S.
shipments

.--........-.....- 4.7

.................. 6.0

.......... ........ 5.9

.......... ........ 7.1

.................. (i)

.................. (')

Imports

0.441
.633
.665
.765
.866

1. 100 .

Domestic
consumption

5.141
6.633

•6. 565
7.865

Percent
imports of

domestic
consumption

8.6
9.6

10.0
1.0

i Not available.
Source: Summaries of Trade and Tariff Information, TC publication 269,1968, p. 93; and Bureau of Census.

While the unavailability of comparable domestic production data 
for 1968 and 1969 prevents direct comparison, it appears nevertheless 
proba'ble that the same correlation between the Kennedy round duty 
reductions and the increase in imports is operative with respect to 
other small woodenware articles as well:

Year

Average, 1964-67...... ..—._._.._ ...... .
1967....... ....... ""...... ..
1968................................... ...... .
1969....... ...... ... ...... ..

Ad valorem 
duty rate 
(percent)

. ...........'. 16K

15..... .... .. 13

Import 
level

0.626
.765
.866

1.100
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It is probable that domestic shipments also showed some increase 
during the 2 years 1968 and 1969, but it is also probable that imports 
increased at a more rapid rate. With the ultimate Kennedy round con 
cession rate dropping to 8 percent ad valorem by 1972, there appears 
no reason to believe that the growing cost disparity thus assured will 
not induce an injurious flood of imports.

D. Increasing imports of clothespins and flat veneer products
directly displace equivalent domestic production 

For a variety of reasons, increased imports displace an equivalent 
quantity of domestic production.

The market for wooden clothespins is basically inelastic and static. 
For example:
Average annual U.S. consumption of spring ana standard wooden clothespins

(millions of gross)
Period: Quantity 

1947-56 _______________________________________ 9. 643 
1957-61 _______________________________________ 9. 874 
1962-69 _______________________________________ 9. 646

The U.S. consumption of wooden toothpicks and small woodenware 
displays a slow growth, probably reflecting the demand of increasing 
population and higher disposable income. However, it is apparent that 
the increases in imports are preventing the domestic industry from 
sharing in that growth.

Because of the simplicity of these products, there is virtually no 
room for superior American manufacturing technology to create any 
further relative cost advantages. Foreign technology is generally equal 
to that of the domestic industry. Clothespins are uniform products 
with few quality differences between domestic production and imports 
and virtually none recognizable by end users. Likewise imported tooth 
picks and other small wooden ware products closely resemble the domes 
tic products as to appearance, size, shape, finish, and quality.

Buyers are thus responsive to very small price differences, and gen 
erally one seller gains business only through a corresponding loss of 
business by another seller. In competition among domestic producers, 
this characteristic is endurable because all have roughly comparable 
cost patterns. However, direct competition between foreign producers 
and domestic producers is impossible. Domestic producers must pay 
higher wages, workmen's compensation, social security, and unem 
ployment compensation. Domestic producers must also maintain higher 
levels of sanitation and working conditions than are required of foreign 
competitors, and must cope as well with problems of environmental 
pollution. Thus, low cost foreign labor and cheaper materials permit 
the foreign producers significant inherent cost advantages over the 
domestic producers, quite apart from the effect of the progessive reduc 
tions in the U.S. import duty.

All these factors combine to make the domestic industry hypersensi 
tive to import competition. Absent adequate tariff protection, the 
foreign producers can and probably will capture the entire American 
market within the next few years.
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ii
Effects of excessive import competition on the domestic industry and 

on the communities in which the industry is an important eco 
nomic factor

The standard answer of the free trade advocate to the problem of 
a domestic industry threatened with extinction by excessive import 
competition is "so be it." The classic doctrine of international com 
parative advantage holds that when, in the free flow of international 
trade, an industry within one national unit can no longer compete with 
imports from lower cost producers, then economic efficiency decrees 
that national industry shall die. This antiquated rationale underlies 
the concept of adjustment assistance for firms and workers "which was 
introduced into the Trade Expansion Act of 1962 and is presently in 
prominent view before the committee in consequence of the adminis 
tration's recommendations.

What the concept of adjustment assistance and its underlying doc 
trine ignores, however, is the human factor; it treats labor in the 
abstract as a mobile factor of production, and it assumes unrealistically 
that management has handily available alternative uses to which 
capital, land, and plant can be applied with 'profit.

A brief consideration of the effects, in human terms, of excessive 
competition from imports of spring clothespins and flat veneer articles 
on the firms and communities involved in the industry points up the 
unreality of those notions.

The producers of clothespins, and most producers of toothpicks 
and small woodenware products, are concentrated in the state of 
Maine, with the exception of one producer in Vermont. This industry 
concentration has the effect of substantially increasing the impact of 
adverse economic experience suffered by domestic producers from im- 
poi-t competition. The State of Maine can ill afford such concentrated 
impact and the loss of these manufacturers.

Maine is an economically depressed area. The Bureau of Labor Sta 
tistics ranked Maine 44th nationally for the period 1961-67 in 
average hourly earnings for production workers in manufacturing, 
45th in 1968, and 47th in December of 1969 and January of 1970. In 
average hourly earnings for production workers in manufacturing, 
Maine was $27 below the national average. In the same year, the average 
weekly wage of a production worker in the Maine lumber and wood 
processing industries was $8.18 below the national average.

The weekly wage paid by the clothespin and veneer product manu 
facturer in Maine and Vermont averaged $91.20 per week during 
February and March 1970. This is $7.94 less than the 1969 national 
average weekly wage; $8.20 per week less than the January 1970, na 
tional average; and $10.51 per week less than the February 1970, na 
tional average for production workers in the miscellaneous wood 
products industries.
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Protection is not here sought for a high-income industry. Even 
holding lahor cost to wage scales substantially below the national 
average, the clothespin and veneer product industry cannot compete 
with foreign producers.

According to the 1960 Genus of Population, volume I, the State of 
Maine ranked 43d in the Nation in amount of population increase 
and 41st in percent of population increase for the period 1950-1960. 
The State has thus proportionately more people aged 65 and over 
than the rest of the United States and proportionately fewer persons 
aged 25 to 49. The proportion of adults who have completed one or 
more years of college is lower than the U.S. average.

It is obvious from these data that Maine is a severely depressed 
State, with the consequent exodus of its young people to seek op 
portunity elsewhere. The continued existence of many of the small 
towns of Maine depends upon the continued operation of the clothes 
pin and veneer product factories. In each town, other economic activ 
ity, such as the town merchants, the service trades, and truckers are 
dependent upon the continued operation of these plants. The wood 
as the starting material for these products is furnished largely by 
farmers in the vicinity of the plants, for whom the sale of wood cut 
from small woodlots constitutes a significant part of their cash income.

The machinery and equipment in these plants is designed solely 
for the production of clothespin and small woodenware products and 
could not be used to manufacture other products. If a plant is closed, 
its machinery would be junked, leaving an empty building ^yhich has 
as its only industrial advantage proximity to wood supplies. Were 
the plant to attempt to produce other products using other materials, 
the materials would have to be transported from other areas, and the 
firm would thus lose any competitive advantage it might have enjoyed 
from proximity to its raw material supply.

The average age of all employees of the six Maine manufacturers is 
44 years. The average education of the employees is high school or 
below. Some 56 percent of the employees own their own homes. The 
market is poor for the sale of homes in most of these small towns 
because of the depressed economic situation of Maine.

Appendix C points up the relative importance of the clothespin 
and veneer product factories in 12 Maine towns. Referring to this 
table, it will be seen, for example, that employment in this industry 
in the town of Mattawaumkeg amounts to 44.5 percent of the male 
population over 14 years of age; to 38 percent in Solon, 36.5 percent 
in West Paris, 59 percent in Strong, 31 percent in Guilford, and so 
on. It is also important to note from this table that many of the other 
manufacturing establishments in these towns are engaged in textile 
and shoe production, which products are suffering similar depression 
from import competition.

(Appendix C follows:)
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Mr. SOLTER. As applied to workers, adjustment assistance amounts 
essentially to three R's-^-retraining, relocation, or relief.

As to retraining, within the context of the depressed Maine economy, 
the question becomes retraining for what ? Other industry is equally 
or more depressed, much of it from import competition. Moreover, 
given the relatively high percentile of older workers and the relatively 
low educational levels, there is doubt whether retraining for complex 
manufacturing, such as electronics assembly, would be feasible.

As to relocation, again the high median age of displaced workers, 
the large number which own their own homes, which in many cases, 
represent a major part of life savings, and the impracticality of selling 
homes in a depressed market argues pointedly against the theoretic 
concept of labor mobility inherent in the notion of relocation. More 
over, with relocation would come the necessity of retraining with the 
difficulties noted above.

The strong probability is that adjustment assistance to workers 
would end in the third R — relief.

With regard to workability of adjustment assistance to firms, to the 
owners and management of the affected companies, there are equal 
practical obstacles. Capital assets exist largely in the form of land, 
buildings, machinery, and unsold inventory, which may or may not be 
capable of being converted to alternative uses. Under the depressed 
economic conditions of these regions of Maine, few if any reasonable 
alternative employments are available for the producers' capital assets. 
If business opportunity is not present, low-interest loans in the nature 
of adjustment assistance avail naught. Similarly income tax advan 
tages — loss carryovers and so forth — have no meaning when there is 
no income.

Accordingly, the increase in imports of clothespin and flat veneer 
articles induced by the Kennedy round reductions threaten the most 
serious of consequences to the industry producing those articles ; the 
industry is concentrated in Maine where the shutdown of clothespin 
and veneer product factories would add intolerably to the existing 
economic distress; because of age, skill levels, absence of viable 
economic alternatives, and other human factors, adjustment assistance 
to workers and firms afford no practical solution to the problem.

m

The solution is to amend the escape clause to make of it a workable 
remedial device for small industry beset by problems of excessive 
import competition

The basic U.S. policy has been, and should continue to be, to stimu 
late a long term expansion of world trade by the gradual dismantling, 
on a reciprocal basis, of tariff and other trade barriers. Implicit in the 
concept, however, is "escape" from harmful, dislocations of particular 
industries by rising imports. Since 1962, no effective means of escape 
has been available to American industry, particularly small industry.

The GATT Escape Clause was first implemented by legislation in 
section 7 of the Trade Agreements Extension Act of 1951, which act 
predicated eligibility for relief on an increase in imports resulting in 
whole or in part from a trade agreement concession and that such in-
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creased imports had contributed substantially toward causing or 
threatening serious injury.

During the 11 years of section 7, the Tariff Commission instituted 
135 investigations at the behest of American industries and completed 
113. A Commission majority recommended relief in the form of import 
restrictions in 33 cases and were equally divided in eight. The President 
proclaimed restrictions in 15 instances.

The escape clause was radically restructed in the Trade Expansion 
Act of 1962, and especially the criteria of eligibility for tariff adjust 
ment, to accord with the innovation first introduced at that time of 
adjustment assistance to firms and workers adversely affected by in 
creased import competition. Under the 1962 escape clause, no industry 
has been accorded tariff relief.

The unworkability of the present escape clause derives from the 
virtually insurmountable obstacles posed by the "major part" and 
"major factor" tests. In order for the Tariff Commission to find an 
industry eligible for "tariff adjustment"—i.e. withdrawal or suspen 
sion of concession duty rates, limitation of imports by quota, or negotia 
tion of orderly marketing agreements, or certification of the firms and 
workers constituting the industry as eligible for adjustment assist 
ance—it must be found that a trade agreement concession was the major 
cause of an increase in imports, and that the increased imports were the 
major factor in causing, or threatening to cause, serious injury.

In practice, the Tariff Commission has by and large concentrated on 
causes of increased imports other than trade agreement concessions 
and causes of economic distress in the petitioning industries other than 
increased imports. While no consistent guideline as to the meaning of 
major causation is discernible from the Commission's report, a reluc 
tance to attribute fault to imports is clearly evident.

The amendments proposed by H.E. 16920 would restore a realistic 
possibility of "escape" to the escape clause.

Essentially, these amendments phrased in highly technical terms 
would accomplish three principal objectives: (1) the criteria of 
eligibility for tariff adjustment relief to an industry would be made 
less rigorous; (2) the unacceptably long period accorded to the Tariff 
Commission and the President between the filing of a petition and a 
final decision would be shortened, and (3) the definition of industry 
producing like or directly competitive articles would be narrowed.

The proposed amendments would eliminate as a prerequisite to relief 
any demonstration of direct causality between increased imports and 
a prior trade agreement concession. Since in a great many instances the 
Tariff Commission has been unable to pinpoint direct causation be 
tween a prior duty reduction and a subsequent increase in imports and 
has denied relief on that narrow basis, the elimination of this criterion 
is desirable. The new approach assumes, quite correctly, that any 
increase in imports of a magnitude to cause serious injury to a domestic 
industry must have been caused at least in part by a prior trade agree 
ment concession or by the effects of other obligations incurred by the 
United States under the GATT.

The second criterial change would be to reduce the quantum of causa 
tion between increased imports and serious injury to the domestic 
industry from a "major factor in causing" to a "substantial cause." We
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hope that the legislative history will make it clear that the term "sub 
stantial" should be interpreted to mean not greater than all other 
causes combined nor greater than any other single cause.

Section 202(c) (2) of H.E, 16920 would eliminate subsection 351 (a) 
(4) of the Trade Expansion Act completely, as an inequitable protrac 
tion of the time in which the President must act following a Tariff 
Commission recommendation for tariff adj ustment.

Under section 301 (f) (2), the Tariff Commission must complete its 
investigation and report to the President within 6 months from the 
date of filing of the petition. In practice, the Commission takes the full 
6 months.

After receipt of the Commission's report and recommendation, the 
President has under section 351 (a) (2) 60 days within which to act.

However, section 351 (a) (4) permits the President as a matter of dis 
cretion within the 60-day period to request additional information 
from the Tariff Commission, which body has then a further 120 days 
to supply the requested information, which the President again has a 
further 60 days within which to take final action.

This succession of time periods permits the postponement of final 
action up to 14 months from the date of filing of the original petition. 
It is felt that 6 months for investigation and report by the Tariff Com 
mission plus an additional 2 months for consideration and final action 
by the President affords adequate time to serve the purpose of the 
statute. Prolongation of final action by another 6 months can only be 
inequitable to industries which merit escape clause protection.

However, the remedial intent of these amendments would be illusory 
if in weighing "serious injury," the impact of increased imports is 
dissipated across a broad definition of domestic industry.

Section 202 (e) of H.E. 16920 would add a new subsection (7) to 
section 405 of the Trade Expansion Act to make it clear when an 
article is produced in a distinct part or section of a subdivision of an 
"establishment," even in a multiestablishment firm, that part or sec 
tion will be considered an "appropriate subdivision" within the mean 
ing of the act for measuring injurious impact.

In an age of increasing conglomerate integration, it is necessary to 
give more attention to the "product line," and not to dilute the in 
jurious impact of the imported article 'by spreading it over the non- 
related experience of the other divisions of the same business entity. 
The problem of the overly broad definition of industry was best 
described by Mr. Glenn W. Sutton, present Chairman of the Tariff 
Commission, as quoted by the Daily News Eecord (November 5,1969, 
p. 23) —

"It is almost impossible to find injury under this law as it pertains to an in 
dustry . . . the broader you define an industry, the less apt you are to find injury. As an example, nails may be a part of the steel industry, and if only nails 
were involved there would be a better chance of finding injury than if nails were part of the whole industry."

Turning briefly to H.E. 14870, the administration trade bill, we 
comment that the changes in criteria of eligibility for tariff adjust 
ment relief are inadequate to provide any meaningful remedy for small 
industry.

While the administration trade bill would eliminate the quantum of
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causation test between a prior trade agreement concession and in 
creased imports, it would still retain a fairly stiff test of causation of 
serious injury in the case of industries seeking tariff adjustment re 
lief—that increased imports have been the "primary" cause of the 
injury.

The primary cause injury test evolved from a study by an industry 
commission and the subsequent report of the special representative for 
trade negotiations, when that position was held by Ambassador Wil 
liam Roth. The "primary" test is intended to relieve only slightly the 
unworkability of the escape clause. The same study recommended, and 
the administration trade bill also proposes, the less difficult "substan 
tial" test for eligibility of workers and firms for adjustment assistance.

Given the impracticality of adjustment assistance to workers and 
firms in so many instances, we see no justifiable reason for establishing 
tougher criteria for tariff adjustment than for adjustment assistance. 
In the final analysis, the President has the discretionary option to 
grant one or the other form of relief, which discretion provides ade 
quately for dealing with retaliation situations.

For the foregoing reasons, we hope that the committee will favor 
ably consider and report out H.R. 16920 in its present form.

Thank you, gentlemen.
Mr. VANIK. Thank you, Mr. Solter, for a very enlightening 

statement.
Mr. Gibbons?
Mr. GIBBONS. I want to commend the witness for the very thought 

ful and well-prepared statement. I have talked this over with Con 
gressman Bill Hathaway, who represents that area. He has discussed 
with me not only this particular problem but also the problem of the 
whole economic background of Maine.

Mr. SOI/TEE. It is quite serious.
Mr. GIBBONS. He went out of his way to discuss that industry and 

problem with me and I would just like to commend the witness again 
for his fine statement.

Mr. VANIK. Mr. Betts.
Mr. BETTS. I think it is too bad the press is not here and more mem 

bers to hear the story from a little industry that I think is entitled to 
as much help as some of the big ones. Even though the press and all of 
the committee is not here, I am sure those of us who have listened to 
you will try to convey your message on to the committee when we go 
into executive session. I appreciate your comments and your 
information.

Mr. SOLTER. I am delighted you should comment that way, Mr. 
Betts, because we do feel in addition to being our own particular in 
dustry we are a case study with problems and solutions which are 
perhaps applicable to many other similar small industries.

Mr. VANIK. Thank you very much. We certainly appreciate your 
testimony. Like the experience of other days, some of the best testi 
mony comes at the end of the session.

The committee will be adjourned until 10 o'clock tomorrow morning.
(Whereupon, at 6:05 p.m., the committee was adjourned, to recon 

vene at 10 a.m. Wednesday, June 10, 1970.)
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